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THE  NEW  HOMELESS  CRISIS:  OLD  AND  POOR 

IN  THE  STREETS 


WEDNESDAY,  SEPTEMBER  26,  1990 

U.S.  House  of  Representatives, 

Select  Committee  on  Aging, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:35  a.m.,  in  room  B- 
318,  Rayburn  House  Office  Building,  Hon.  Edward  R.  Roybal  (chair- 
man of  the  committee)  presiding. 

Members  present:  Representatives  Roybal,  Downey,  Hughes, 
Lloyd,  Oakar,  Hertel,  Borski,  Kennedy,  Pallone,  and  Morella. 

OPENING  STATEMENT  OF  CHAIRMAN  EDWARD  R.  ROYBAL 

The  Chairman.  The  hearing  will  now  come  to  order. 

Ladies  and  gentleman,  the  committee  is  in  session  this  morning 
to  examine  some  of  the  provisions  of  the  National  Affordable  Hous- 
ing Act  of  1990,  which  is  now  before  two  committees  of  the  Con- 
gress. The  Senate  and  the  House  conferees  are  now  meeting  on 
that  particular  bill. 

It  is  our  hope  that  those  of  us  here  today  will  collectively  develop 
more  ammunition,  the  ammunition  that  is  needed  to  influence  the 
right  decision.  By  that,  I  mean  the  right  decision  on  one  of  the 
most  significant  sections  of  the  housing  bill,  the  section  dealing 
with  preservation  or  prepayment  of  low-income  units. 

It  is  my  belief  that  the  Federal  policy  in  this  particular  area 
could  lead  to  increased  homelessness,  not  only  here  in  Washington, 
DC,  but  throughout  the  Nation.  I  think  that  we  must  do  everything 
we  possibly  can,  particularly  while  we  have  legislation  in  place,  to 
once  again  influence  the  right  decision.  The  question  as  to  what  is 
the  right  decision  will  be  answered  by  the  witnesses.  They  will  tell 
us  what  the  problems  are  and  what  it  is  that  we  should  be  recom- 
mending to  the  conferees. 

The  decision  that  the  Congress  makes  on  prepayment  is  of  course 
critical,  because  the  wrong  decision  leaves  a  large  population  of  our 
Nation  either  competing  for  very  few  fixed  low-income  homes  or 
with  no  homes  at  all.  Most  of  the  time,  we  find  that  these  people 
are  roaming  around  in  various  cities  throughout  the  country. 

I  think  that  we  as  a  Nation  have  a  responsibility  to  see  to  it  that 
proper  housing  is  made  available  to  all,  regardless  of  income.  We 
should  not  have  people  roaming  around  the  streets,  sleeping  here 
in  Washington,  DC  for  example,  during  the  cold  winter,  on  heat 
that  may  be  coming  up  from  the  levels  below  the  street.  That  is 
most  disgraceful  in  my  opinion.  We  hope  that  what  we  learn  today 
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will  again  help  us  make  the  proper  recommendation,  not  only  that, 
but  apply  the  necessary  pressure  so  that  the  right  decision  is  made 
when  the  conferees  finally  make  their  report. 

[The  prepared  statement  of  Chairman  Roybal  follows:] 

OPENING  STATEMENT  OF  CHAIRMAN  ROYBAL 

THIS  HEARING  IS  BEING  CALLED  AS  THE  HOUSE  AND 
SENATE  CONTINUE  THE  CONFERENCE  ON  THE  HOUSING 
BILLS.  THE  PURPOSE  OF  THE  HEARING  IS  TO 
EMPHASIZE  THE  CONSEQUENCE  OF  THE  POLICY  THEY 
CHOOSE.  ONE  OF  THE  MOST  SIGNIFICANT  SECTIONS 
OF  THE  HOUSING  BILLS  IS  "THE  PRESERVATION  OR 
PREPAYMENT  OF  LOW-INCOME  UNITS."  IT  IS  MY 
BELIEF  THAT  FEDERAL  POLICY  IN  THIS  AREA  HAS 
LED  TO  INCREASED  HOMELESSNESS  —  AND  WE  MUST 
NOT  ADD  TO  THIS  CRISIS. 

ONE  MUST  LOOK  NO  FURTHER  THAN  THE  STREETS  TO 
SEE  AN  INCREASE  IN  THE  NUMBER  OF  HOMELESS 
PEOPLE.  IT  IS  NO  COINCIDENCE  THAT  AS  AN 
INCREASING  NUMBER  OF  PEOPLE  JOIN  THE  RANKS  OF 
THE  HOMELESS  AND  THOSE  LIVING  IN  POVERTY, 
AFFORDABLE  HOUSING  FOR  LOW-INCOME  AND 
ELDERLY  IS  ON  THE  DECLINE. 

CONGRESS'S  DECISION  ON  "PREPAYMENT"  IS 
CRITICAL,  BECAUSE  THE  WRONG  DECISION  LEAVES  A 
VERY  VULNERABLE  POPULATION,  THOSE  ON  LOW  AND 
FIXED  INCOMES,  EVEN  MORE  SUSCEPTIBLE  TO  LOSING 
THEIR  HOMES.  IN  BUILDINGS  OWNERS  HAVE  DECIDED 
TO  PREPAY,  RENTS  HAVE  SKYROCKETED  THREE-FOLD, 
IN  MANY  CASES  FORCING  PEOPLE  OUT  OF  THE  HOMES 
AND  NEIGHBORHOODS  THEY  HAVE  LIVED  IN  FOR 
YEARS. 

THIS  ISSUE  IS  OF  GREAT  IMPORTANCE  TO  THE  AGING 
COMMITTEE  BECAUSE  MANY  OF  THOSE  LEFT  HOMELESS 
BY  THESE  POLICIES,  BETWEEN  TWENTY-FIVE  AND 
FIFTY  PERCENT  OF  THOSE  DISPLACED,  WILL  BE 
ELDERLY . 


THE  MAYOR  OF  NEW  YORK  CITY,  THE  HONORABLE 
DAVID  DINKINS  HAS  INFORMED  THE  COMMITTEE  THAT 
HE  WILL  BE  UNABLE  TO  ATTEND  TODAY'S  HEARING 
BECAUSE  OF  PRESSING  BUSINESS.  THIS  IS 
UNFORTUNATE  BECAUSE  THE  MAYOR  HAS  DEMONSTRATED 
A  COMMITMENT  TO  TRYING  TO  SOLVE  THE  HOMELESS 
CRISIS  NOW  CONFRONTING  OUR  CITIES,  AND  THE 
COMMITTEE  COULD  BENEFIT  FROM  HIS  INSIGHT.  IN 
HIS  PLACE,  HOWEVER,  THE  MAYOR  HAS  SENT  THE 
HOUSING  COMMISSIONER  FOR  THE  CITY  OF  NEW  YORK, 
FELICE  MITCHETTI.  NEW  YORK  CITY  ALONE  STANDS 
TO  LOSE  90,000  UNITS  TO  PREPAYMENT,  DISPLACING 
UNTOLD  THOUSANDS.  REBUILDING  ONE  UNIT  OF 
HOUSING  IN  NEW  YORK  CITY  COSTS  AN  ESTIMATED 
$70,000.  WHERE  WILL  THIS  MONEY  COME  FROM  IF 
THE  CITY  OF  NEW  YORK  CAN'T  AFFORD  TO  REBUILD 
THE  HOUSING.  MANY  TIMES  THE  COST  IS  NOT  IN 
TERMS  OF  DOLLARS,  BUT  LIVES,  ESPECIALLY  WHEN 
IT  COMES  TO  HOMELESSNESS. 

SARA  JOHNSON  IS  AN  EXPERT  IN  THE  AREA  OF 
HOUSING  AND  PREPAYMENT  AND  WILL  PROVIDE  US 
WITH  A  HISTORY  OF  THE  PROBLEM.  CHARLES 
COLEMAN  IS  A  RETIRED  FEDERAL  POSTAL  WORKER  WHO 
IS  NOW  FACED  WITH  DISPLACEMENT. 

CAROL  FENNELLY,  A  HOMELESS  ADVOCATE,  WILL 
SHARE  WITH  US  FIRST  HAND  WHY  PEOPLE  BECOME 
HOMELESS,  HOW  THEY  ARE  DISPLACED  AND  THE 
PHYSICAL  AND  PSYCHOLOGICAL  EFFECTS  ON  PEOPLE 
WHO  ARE  FACED  WITH  DISPLACEMENT. 


The  Chairman.  The  Chair  would  now  like  to  recognize  the  other 
members  of  the  committee  for  a  1  minute  opening  statement.  Mr. 
Downey  will  be  first. 

STATEMENT  OF  REPRESENTATIVE  THOMAS  J.  DOWNEY 

Mr.  Downey.  Thank  you,  Mr.  Chairman.  I  want  to  congratulate 
you  for  calling  this  hearing.  The  sad  fact  is  that  since  1980  we've 
gone  from  spending  $32  billion  a  year  on  housing  to  an  appalling 
level  of  about  $7  billion.  This  particular  dramatic  loss  in  expendi- 
tures has  resulted  in  literally,  in  my  view,  tens  of  thousands,  prob- 
ably hundreds  of  thousands,  of  people  not  having  homes. 

The  particular  issue  that  we  address  today,  an  issue  of  prepay- 
ment, "finagle"  the  owners  of  apartment  buildings  to  raise  their 
rents  to  market  rate,  is  threatening  tenants  and  may  mean  that  we 
lose  an  additional  350,000  units  of  housing.  And  while  homeless- 
ness  is  an  acute  concern  in  the  cold  months  of  the  year,  it  is  an 
enormous  pressing  problem  the  entire  year.  Something  needs  to  be 
done. 

This  is  just  one  further  example  of  the  Capital  and  the  Nation's 
infrastructure  burning  while  the  administration  and  others  fiddle. 
Not  only  do  we  have  problems  with  homeless  housing,  we  have 
problems  among  our  youth.  We  need  to  have  a  budget  agreement 
that  recognizes  that  people  are  a  priority,  and  not  simply  manage 
deficit  numbers;  that  there  are  real  human  examples  of  suffering 
that  need  to  be  avoided  and  this  hearing  is  going  to  give  us  some  of 
the  tools  to  fight  the  battle. 

I  thank  you  for  recognizing  me,  and  I  would  ask  that  my  entire 
statement  be  put  in  the  record. 

The  Chairman.  Without  objection,  that  will  be  the  order. 

[The  prepared  statement  of  Representative  Downey  follows:] 


STATEMENT  OF  THE  HONORABLE  THOMAS  J.  DCWNEY 
Chairman,  Subccnmittee  on  Human  Servies 

I  would  like  to  ccrmend  Chairman  Roybal  for  calling  this  imjxDrtant 
hearing  on  the  inpact  of  the  prepayment  of  HUD  mortgages  and  hcmelessness  on 
the  elderly. 

Ttie  timing  of  this  hearing  is  especially  appropriate  as  the  weather 
begins  to  turns  colder,  and  the  issue  of  homelessness  becones  more  apparent  to 
the  Aiterican  people.  However,  hcmelessness  is  not  a  seasonal  issue.  The 
haneless  dcxi't  just  need  our  attention  when  the  mercury  falls  below  freezing. 
The  haneless  need  our  continuing  attention,  and  I  think  this  hearing  will 
enable  us  to  see  more  clearly  v*iat  works  lies  ahead.  We  all  know  that 
preventive  neasures  work  to  keep  people  off  the  street. 

Ttoday  we  discuss  a  problen  that  could  have  a  tronendously  negative 
impact  on  our  nation's  elderly  if  not  prevented.  That  is  legislation  enacted 
in  the  late  60 's  and  early  70 's  allowing  the  prepayment  of  mortgages  by  owners 
of  Federally  assisted  housing.   Prepayment  enables  cwners  to  raise  their 
rents  to  current  market  rates,  and  therefore,  threatens  those  tenants, 
including  the  elderly  >*io  reside  in  than  with  eviction  and  possible 
hcmelessness . 

As  the  Chairman  of  the  House  Select  Caimittee  on  Aging's  Siicciiinittee  on 
Human  Services,  I  naturally  have  a  great  concern  about  the  day  to  day  problens 
faced  by  the  elderly  in  this  country.  Today's  hearing  focuses  on  the 
unfortunate  reality  that  soon  those  elderly  tenants  might  be  facing 
displacantent  and  possibly  joining  thousands  of  haneless  people  due  to  the 
potential  loss  of  350,000  units  of  low  income  housing  resvilting  fron 


prepayment  of  mortgages.  We  know  the  elderly  on  fixed  incoies  are  caught  in  a 
growing  shortage  of  low  income  housing.  In  the  past  ten  years.  Federal 
program  cutbacks,  changing  tax  benefits,  prepayments  and  buyouts  have  created 
a  housing  shortfall  for  the  poor  elderly  in  urban  areas.   The  New  York  City 
Housing  Camiissioner,  Felice  Michetti,  will  be  giving  us  a  report  on  the 
hcmsless  housing  situation  in  New  York  City.  However,  in  my  own  Congressional 
District  of  Suffolk  Coimty,  New  York,  about  an  hour  and  a  half  drive  from  New 
York  City,  we,  too,  will  have  a  problon  since  there  are  approximately  3,150 
Federally  assisted  low  inccme  units — 2,500  of  than  housing  elderly  tenants — 
that  might  be  affected  by  this  legislation  if  the  langioage  is  not 
strengthened. 

It  is  impossible  to  get  an  exact  count  of  the  number  of  homeless  people 
in  this  nation,  but  it  is  estimated  to  be  anyvrfiere  fran  one  half  million  to  3 
million  persons. 

Of  that  number,  it  is  even  more  difficult  to  discern  just  how  many  of 
the  homeless  are  elderly.  Recent  studies  show  that  persons  over  age  60 
comprise  anyvrfiere  from  2.5  percent  to  9  percent  of  the  homeless,  while  they 
are  15.6%  of  the  general  population.  Hcmelessness  is  growing  amcoig  the 
elderly  as  it  is  among  every  other  age  cohort  in  America,  but  the  elderly  have 
problems  that  are  particular  to  them,  including  a  significant  portion  v*x5  are 
vulnerable  to  the  loss  of  their  homes,  partly  due  to  very  low  fixed-incomes. 

Many  elderly  citizens  have  found  homes  in  federally  subsidized  housing, 
and  have  learned  to  exist  within  than,  but  just  barely.  If  the  rents  are 
increased,  many  elderly  will  be  out  of  luck  and  out  on  the  streets  adding  to 
the  growing  homeless  population. 


Ttiis   is  a  situation  we  must  avert.  This  problem  cx>uld  get  much  worse  in 
the  next  few  years  because  so  little  new  housing  construction  is  in  the  works. 
Because  the  moratorium  on  prepayment  expires  very  soon,  we  need  to  act  quickly 
so  that  our  constituents  dcxi't  lose  their  hones.  We  are  operating  on  many 
deadlines  these  days  as  we  get  closer  to  adjournment.  This  one  is  just  as 
critical  as  the  rest. 

I  hope  that  this  hearing  sends  a  loud  message  to  our  colleagues  who  are 
neeting  this  week  to  work  out  the  differences  in  the  housing  bills.  We  cannot 
turn  our  backs  on  those  poor  elderly  and  we  cannot  add  to  our  nation's  ever 
increasing  honeless  problons. 


8 
The  Chairman.  The  Chair  now  recognizes  Ms.  Oakar. 

STATEMENT  OF  REPRESENTATIVE  MARY  ROSE  OAKAR 

Ms.  Oakar.  Mr.  Chairman,  thank  you.  I  ask  that  my  entire  state- 
ment be  submitted  for  the  record. 

The  Chairman.  Without  objection,  that  will  be  the  order. 

Ms.  Oakar.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  thank  you 
for  having  this  hearing.  The  Aging  Committee  has  always  comple- 
mented the  work  done  at  other  committees.  Joe  Kennedy  and  I  are 
conferees  on  the  bill  that  you  mention,  and  of  course  we  have  an 
uphill  battle  with  respect  to  getting  concurrence  with  the  adminis- 
tration with  more  than  3  million  people  who  are  homeless  today. 
I'm  sure  that's  even  a  low  statistic  and  it  is  shameful  in  this  coun- 
try that  we  have  such  critical  housing  shortages. 

I  think  the  issue  does  transcend  housing.  I  think  we  have  to  have 
a  component  health  care  delivery  system.  We  have  many  homeless 
people  in  need  of  mental  health — you  know,  alcohol  and  drug 
abuse,  like  everybody  else  in  the  country  who  needs  treatment  pro- 
grams, we're  not  fitting  that  bill. 

Mr.  Chairman,  I  am  chairing  another  committee  right  at  this 
moment,  but  I  really  wanted  to  come  to  pay  tribute  to  you  and  our 
witnesses,  and  in  particular  I  want  to  pay  tribute,  and  I  don't  want 
to  embarrass  her,  but  I  want  to  pay  tribute  to  my  friend  Carol  Fen- 
nelly,  for  what  she  and  Mitch  Snyder  and  others  have  done  in  the 
past.  I  know  Carol  will  carry  on  with  others  in  the  future. 

They're  the  ones  who  have  caused  this  Nation  to  have  a  con- 
sciousness about  homelessness  and  other  issues,  and  I'm  just  so 
glad  to  see  Carol  testifying  here  today,  and  wish  you  well,  and  keep 
on  with  the  struggle  because  we  can't  do  it  alone  in  the  House  and 
Senate  without  your  support  for  making  our  country  have  a  con- 
science about  this  issue.  Thank  you,  Mr.  Chairman,  and  thank  you, 
Carol,  for  being  here. 

Ms.  Fennelly.  Thank  you. 

The  Chairman.  Thank  you,  Ms.  Oakar. 

[The  prepared  statement  of  Representative  Oakar  follows:] 
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AGING  COMMITTEE  HEARING  fj 
SEPTEMBER  26,  1990 


MR  CHAIRMAN,  I  THINK  IT  IS  VERY  IMPORTANT  THAT  YOU  ARE 
HOLDING  THIS  HEARING  TODAY.  THE  CHANGING  DEMOGRAPHICS  OF  OUR 
NATION  TELL  US  THAT  THE  HOUSING  NEEDS  OF  OUR  AGING  POPULATION 
MUST  BE  ADDRESSED  SOON.  TODAY,  MORE  THAN  70  PERCENT  OF  THE 
POPULATION  CAN  EXPECT  TO  LIVE  TO  AGE  65  WITH  MORE  THAN  30  PERCENT 
LIVING  TO  80  YEARS  OR  OLDER.  IF  THESE  TRENDS  CONTINUE,  HALF  OF 
ALL  DEATHS  WILL  OCCUR  AFTER  THE  AGE  OF  80  IN  THE  NEXT  10  TO  20 
YEARS.  DECLINES  IN  MORTALITY  COMBINED  WITH  THE  AGING  OF  THE 
"BABY  BOOM"  GENERATION  WILL  SUBSTANTIALLY  INCREASE  THE  NUMBER  OF 
ELDERLY  OVER  THE  NEXT  SEVERAL  YEARS.  INDEED,  EXPERTS  HAVE 
SUGGESTED  THAT  BY  THE  YEAR  2030,  OVER  20  PERCENT  OF  THE 
POPULATION  WILL  BE  OVER  65  YEARS  OLD. 

MOREOVER,  WE  ARE  FACED  WITH  THE  POTENTIAL  DISPLACEMENT  OF 
HUNDREDS  OF  THOUSANDS  OF  ELDERLY  AND  LOW  INCOME  RESIDENTS  DUE  TO 
THE  CONVERSION  OF  LOW  INCOME  HOUSING  UNITS.  THE  NATIONAL  LOW 
INCOME  HOUSING  PRESERVATION  COMMISSION  FOUND  THAT  MORE  THAN 
500,000  FEDERALLY  SUBSIDIZED  HOUSING  UNITS  OCCUPIED  BY  lOW-INCOME 
AMERICANS  WILL  BE  LOST  BY  2002  UNLESS  ACTION  IS  TAKEN  TO  SAVE 
THEM.  THE  "HOUSING  AND  COMMUNITY  DEVELOPMENT  ACT  OF  1990"  WHICH 
RECENTLY  PASSED  THE  HOUSE  AND  IS  NOW  IN  CONFERENCE,  ELIMINATED 
THE  MORATORIUM  IMPOSED  BY  CONGRESS  IN  1987,  TO  PREVENT  OWNERS  OF 
LOW  INCOME  RENTAL  HOUSING  FROM  PREPAYING  THEIR  MORTGAGE. 
HOWEVER,   THE  HOUSE  PASSED  A  FLOOR  AMENDMENT  THAT  OFFERS  NEW 
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CONGREGATE  SERVICES  TO  AVOID  THE  UNNECESSARY  INSTITUTIONALIZATION 
OF  OUR  SENIOR  CITIZENS  AND  TOA  ALLOW  THEM  TO  STAY  IN  THEIR  HOMES. 
ONE  PROGRAM  THAT  HAS  HELPED  THE  ELDERLY  POPULATON  IS  THE 
CONGREGATE  HOUSING  SERVICES  PROGRAM  (CHSP) ,  A  PROGRAM  OF  WHICH  I 
AM  AN  ORIGINAL  SPONSOR.  THE  CHSP  IS  A  DEMONSTRATION  PROGRAM 
AUTHORIZED  UNDER  TITLE  IV  OF  THE  1978  HOUSING  AND  COMMUNITY 
DEVELOPMENT  ACT  AMENDMENTS.  IT  ENABLES  HUD  TO  GRANT  FUNDS  TO 
LOCAL  PUBLIC  HOUSING  AUTHORITIES  AND  NON-PROFIT  ORGANIZATIONS 
UNDER  THE  SECTION  202  ELDERLY  AND  HANDICAPPED  HOUSING  PROGRAM. 
THE  FUNDS  ARE  USED  TO  PROVIDE  MEALS  AND  SUPPORTIVE  SERVICES  TO 
FRAIL  OR  IMPAIRED  ELDERLY,  NON-ELDERLY  HANDICAPPED,  OR 
TEMPORARILY  DISABLED  RESIDENTS  IN  NEED  OF  SUCH  SERVICES.  THIS 
PROGRAM  HAS  BEEN  SUCCESSFUL  AND  HAS  PROMOTED  INDEPENDENT  LIVING. 
BUT  IT  FUNDS  ONLY  ABOUT  60  PROJECT  SITES  IN  33  STATES  AND  SERVES 
ONLY  2000  PEOPLE. 

RECENTLY,  THE  HOUSE  OF  REPRESENTATIVES  PASSED  H.R.  1180,  THE 
"HOUSING  AND  COMMUNITY  DEVELOPMENT  ACT  OF  1990".  I  REQUESTED 
THAT  THE  RESTRUCTURING  OF  THE  FINANCING  OF  SECTION  202  AS  WELL 
REVISIONS  CONCERNING  DESIGN  FLEXIBILITY,  PER  UNIT  COST 
LIMITATIONS,  AND  OTHER  CHANGES  BE  INCLUDED  AS  PART  OF  THE  SECTION 
202  STUDY  THAT  IS  NOW  A  PART  OF  THE  BILL.  THE  BILL  ALSO  INCLUDES 
MY  AMENDMENT  TO  PROVIDE  FOR  THE  USE  OF  SERVICE  COORDINATORS  AS  AN 
ELIGIBLE  EXPENSE  IN  ELDERLY  HOUSING  OR  HOUSING  WITH  PREDOMINATELY 
ELDERLY  RESIDENTS.  MY  AMENDMENT  TO  PROVIDE  FOR  CENTRALIZED  LISTS 
FOR  ELDERLY  AND  HANDICAPPED  HOUSING  WAS  ALSO  INCIAJDED  IN  THE 
BILL.    THIS  WAS  NECESSARY  BECAUSE  CURRENTLY,  AN  ELDERLY  PERSON 
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INCENTIVES   AND   REQUIREMENTS   TO   PERSUADE   PRIVATE   OWNERS   OF 
SUBSIDIZED  HOUSING  TO  CONTINUE  TO  RENT  TO  LOW  INCOME  FAMILIES. 

AS  OUR  POPULATION  AGES,  WE  MUST  ENSURE  THAT  ADEQUATE  HOUSING 
OPPORTUNITIES  AND  ALTERNATIVES  EXIST.  THE  SECTION  202  HOUSING 
PROGRAM  FOR  THE  ELDERLY  AND  HANDICAPPED,  WHICH  WAS  FIRST 
AUTHORIZED  IN  1959,  HAS  EVOLVED  INTO  THE  PRIMARY  FINANCING 
VEHICLE  FOR  CONSTRUCTING  SUBSIDIZED  RENTAL  HOUSING  FOR  OLDER 
AIRJLTS  AND  DISABLED  AMERICAN.  ABOUT  200,000  SECTION  202  UNITS 
HAVE  BEEN  BUILT  SINCE  ITS  INCEPTION  AND  FEW  DEFAULTS  HAVE 
OCCURED. 

DESPITE  SUCCESS,  THE  SECTION  202  PROGRAM  HAS  BEEN  CUT  BY 
MORE  THAN  50  PERCENT,  FROM  OVER  20,000  UNITS  IN  THE  LATE  1970 's 
TO  9,500  UNITS  IN  FISCAL  YEAR  1989.  THIS  CUT  COMES  AT  A  TIME 
WHEN  THERE  ARE  SIMPLY  NOT  ENOUGH  SECTION  202  UNITS  FOR  OUR 
RAPIDLY  AGING  POPULATION.  "THE  1988  NATIONAL  SURVEY  OF  SECTION 
202  HOUSING  FOR  THE  ELDERLY  AND  HANDICAPPED"  REPORTED  THAT  FOR 
EVERY  ONE  UNIT  THAT  BECOMES  AVAILABLE,  THERE  ARE  EIGHT  SENIORS 
WAITING  TO  MOVE  IN.  WHEN  WE  KNOW  THAT  ONLY  TWO  TO  THREE  MILLION 
OF  THE  30  MILLION  OLDER  AMERICANS  LIVE  IN  SENIOR  HOUSING 
COMPLEXES  CONSTRUCTED  WITH  FEDERAL  ASSISTANCE,  WE  SHOULD  REALIZE 
THE  IMPENDING  TRAGEDY... IF  WE  DO  NOT  INCREASE  CONSTRUCTION  OF 
SECTION  202  UNITS,  LOW-INCOME  OLDER  ADULTS  WILL  NOT  LIVE  LONG 
ENOUGH  TO  MOVE  FROM  THE  WAITING  LISTS  INTO  SECTION  202  UNITS. 

AS   OUR   POPULATION   AGES,   WE   ALSO   NEED  TO   PROVIDE  MORE 
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WHO  QUALIFIES  CAN  GO  TO  A  PUBLIC  HOUSING  AUTHORITY  AND  GET  THEIR 
NAME  ON  A  WAITING  LIST  FOR  THE  VARIOUS  PHA  BUILDINGS.  HOWEVER, 
IN  SECTION  202  HOUSING,  THE  ELDERLY  PERSON  MUST  IDENTIFY  AND 
APPLY  AT  EACH  INDIVIDUAL  BUILDING,  SINCE  THERE  IS  NO  CENTRALIZED 
LISTING  OF  THE  SECTION  202  BUILDINGS. 

IN  CONCLUSION,  I  BELIEVE  THAT  PLANS  MUST  BE  DEVELOPED  HQW  TO 
PROVIDE  FOR  THE  FUTURE  HOUSING  NEEDS  OF  OUR  AGING  POPULATION.  I 
ASSURE  YOU  THAT  I  WILL  CONTINUE  TO  PROVIDE  LEGISLATIVE 
INITIATIVES  THAT  WILL  ENHANCE  HOUSING  AND  LIVING  OPPORTUNITIES 
FOR  OUR  SENIOR  CITIZENS.  THEY  DESERVE  NO  LESS.  AS  A  SENIOR 
MEMBER  OF  THE  HOUSING  SUBCOMMITTEE  AND  AS  A  CONFEREE  ON  THE 
"HOUSING  AND  COMMUNITY  DEVELOPMENT  ACT  OF  1990"  I  ASSURE  YOU  THAT 
I  WILL  CONTINUE  TO  PROTECT  THE  HOUSING  INTERESTS  OF  OUR  SENIOR 
CITIZENS. 
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The  Chair  recognizes  Ms.  Lloyd. 

STATEMENT  OF  REPRESENTATIVE  MARILYN  LLOYD 

Ms.  Lloyd.  Thank  you  very  much,  Mr.  Chairman.  I  certainly 
want  to  thank  you  for  calling  this  hearing  today,  and  I  want  to 
thank  our  witnesses,  and  I  would  like  to  congratulate  you  on  your 
dedication  to  raising  our  awareness  of  the  need  for  homes  for  our 
homeless,  and  that  certainly  is  a  blight  on  the  conscience  of  our 
country. 

Mr.  Chairman,  in  1988  the  Housing  Subcommittee  held  a  hearing 
in  Seattle  to  consider  the  consequences  of  prepayment  on  older 
residents  of  housing  facilities.  We  learned  a  great  deal  from  these 
hearings,  and  some  of  the  stories  related  by  some  of  the  witnesses 
were  really  heartbreaking.  We  have  so  many  frightened  older  resi- 
dents of  HUD  and  Farmers  Home  Administration  facilities  that 
were  faced  with  rent  increases  of  hundreds  of  dollars  per  month  or 
conversion  of  their  homes  into  condominiums.  They  found  them- 
selves with  literally  no  place  to  go. 

And  we  had  some  very  frail  residents  who  were  prematurely 
being  put  in  nursing  homes,  and  some  residents  were  also  forced  to 
be  put  into  poorly  regulated  and  often  unsafe  board  and  care  facili- 
ties. This  is  certainly  a  very  frightening  and  disastrous  situation 
for  our  older  citizens. 

So  I  am  hopeful  that  the  House  and  Senate  conferees  on  the 
housing  bill  will  choose  the  very  strongest  protection  for  the  resi- 
dents of  housing  facilities  that  prepay  their  mortgages.  We  must 
offer  the  appropriate  incentives  to  the  private  sector  to  stay  in  the 
business  of  providing  low-income  housing  and  we  must  be  fair. 

I  want  to  commend  our  colleagues  Mr.  Kennedy  and  Mr.  Frank 
for  their  efforts  in  this  area,  and  Representatives  Price  and  Carper, 
for  amending  the  housing  bill  to  strengthen  the  prepayment  provi- 
sions. In  addition,  as  much  as  possible,  we  need  to  get  commitment 
from  housing  sponsors  that  supportive  services  will  be  available  to 
frail  residents  in  their  housing  facilities. 

But,  again  I  congratulate  you,  Mr.  Roybal,  I  look  forward  to  this 
hearing,  and  I  commend  you  for  your  excellent  work. 

The  Chairman.  Thank  you,  Ms.  Lloyd. 

Ms.  Lloyd.  I  ask  that  my  entire  statement  may  be  made  a  part 
of  the  record. 

The  Chairman.  Without  objection,  that  will  be  the  order. 

[The  prepared  statement  of  Representative  Lloyd  follows:] 
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REPRESENTATIVE  MARILYN  LLOYD 

CHAIRMAN 

SUBCOMMITTEE  ON  HOUSING  AND  CONSUMER  INTERESTS 

STATEMENT  FOR 

"THE  NEW  HOMELESS  CRISIS:  OLD  AND  POOR  IN  THE  STREET" 

SELECT  COMMITTEE  ON  AGING 

SEPTEMBER  26,  1990 


Good  morning.  I  am  pleased  to  join  the  full  committee  to  hear 
testimony  regarding  homelessness  among  the  elderly  in  our  Nation 
and  its  relationship  to  the  issue  of  prepayment  of  Federally- 
subsidized  mortgages.  I  congratulate  Chairman  Roybal  for  calling 
this  hearing;  it  is  critical  that  the  full  committee  as  well  as  the 
Subcommittee  on  Housing  and  Consumer  Interests,  which  I  chair, 
continue  to  monitor  the  legislative  work  of  the  House  and  Senate 
banking  committees  and  advocate  for  strong  protections  for  low- 
income  older  residents  of  facilities  that  may  prepay  their 
mortgages  or  may  have  expiring  Federal  rent  subsidies. 

The  impact  of  the  potential  loss  of  over  350,000  low-income 
housing  units  to  prepayment  is  staggering.  We  simply  have  not 
prepared  for  this  loss.  We  have  not  built  the  necessary  units  for 
replacement  when  prepayment  occurs. 

In  1988,  the  Housing  Subcommittee  held  a  hearing  in  Seattle 
to  consider  the  consequences  of  prepayment  on  older  residents  of 
housing  facilities.  We  learned  a  great  deal  from  this  hearing  and 
some  of  the  stories  related  by  our  witnesses  were  heartbreaking. 
Frightened  older  residents  of  HUD  and  Farmers  Home  Administration 
facilities  faced  with  rents  increased  by  hundreds  of  dollars  per 
month  or  conversion  of  their  apartments  into  condominiums  found 
themselves  with  literally  no  place  to  move.  Some  very  frail 
residents  end  up  prematurely  in  nursing  homes,  some  residents  are 
forced  to  move  into  poorly  regulated  and  often  unsafe  board  and 
care  facilities,  or,  as  this  hearing  will  firmly  establish,  many 
of  these  older  Americans  find  themselves  living  in  the  streets. 

There  are  some  older  residents  of  housing  facilities  that 
prepay  that  will  be  able  to  pay  higher  rents,  but  because  they  live 
on  fixed  incomes,  they  will  be  forced  to  spend  more  than  50  percent 
of  their  monthly  resources  on  housing  -  leaving  little  for  health 
care  and  other  necessities  of  life.  We  must  take  action  to  prevent 
these  tragedies. 
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Chairman  Roybal,  during  that  Seattle  hearing  we  found  that 
many  older  adults  have  moved  into  Federally-assisted  housing 
facilities  for  the  elderly  with  the  idea  that  they  will  die  there  - 
that  this  will  be  their  last  home.  It  is  a  very  traumatic  and 
frightening  experience,  particularly  for  the  most  frail,  to  be 
forced  to  find  another  home  so  late  in  life  and  often  in  very  tight 
housing  markets  where  few  safe  and  affordable  options  exist. 

I  am  hopeful  that  the  House  and  Senate  conferees  on  the 
housing  bills  will  chose  the  strongest  protections  for  residents 
of  housing  facilities  that  may  prepay  their  mortgages.  We  must 
offer  the  appropriate  incentives  to  the  private  sector  to  stay  in 
the  business  of  providing  low-income  housing,  and  we  must  be  fair. 
I  commend  our  colleagues,  Mr.  Kennedy  and  Mr.  Frank,  for  their 
diligent  work  in  the  area  of  prepayment,  and  Representatives  Price 
and  Carper,  for  amending  the  House  bill  to  improve  the  prepayment 
provisions . 

In  addition,  as  much  as  is  possible,  we  need  to  get 
commitments  from  housing  sponsors  that  supportive  services  will  be 
available  to  frail  residents  in  their  housing  facilities. 

Finally,  Congress  must  now  make  the  financial  commitment  to 
renew  all  of  the  Federal  rent  subsidy  contracts  so  that  hundreds 
of  thousands  of  low-income  residents  do  not  lose  their  housing. 
Many  of  these  individuals  are  frail  older  adults  who  may  find 
themselves  in  shelters  or  in  the  streets  if  we  do  not  protect  their 
interests. 

Again,  I  congratulate  Chairman  Roybal  for  his  excellent  work 
on  this  issue. 
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The  Chairman.  At  this  time,  if  there  are  no  objections,  I  have 
several  Members  prepared  statements  that  I  would  like  to  submit 
for  the  hearing  record.  Hearing  no  objections,  those  statements  will 
appear  at  this  point  in  the  hearing  record. 

[The  prepared  statement  of  Representatives  Ford,  Slaughter,  Cos- 
tello,  Rinaldo,  Regula  and  Morella  follow:] 

PREPARED  STATEMENT  OF  REPRESENTATIVE  HAROLD  FORD 


ADEQUATE  AND  AFFORDABLE  HOUSING  IS  ONE  OF  THE  PRE- 
EMINENT PROBLEMS  FACING  THIS  COUNTRY.  DUE  TO  CERTAIN 
FACTORS  SUCH  AS  INCREASING  RENTS,  GENTRIFICATION,  AND 
DECREASING  FEDERAL  SUBSIDY  PROGRAMS,  LOW-INCOME 
HOUSING  IS  BECOMING  MORE  AND  MORE  SCARCE  AS 
CONSTRUCTION  OF  NEW  LOW-INCOME  HOUSING  IS  DIMINISHING. 

IN  MY  OWN  DISTRICT  OF  MEMPHIS,  TENNESSEE  APPROXIMATELY 
1,226  ELDERLY  ARE  ON  THE  WAITING  LISTS  FOR  FEDERALLY 
ASSISTED  HOUSING.  UNQUESTIONABLY,  THERE  IS  A  STRONG 
NEED  FOR  HOUSING  WHICH  INTENSIFIES  OUR  REASON  FOR  BEING 
HERE  TODAY,  TO  ADDRESS  THE  ISSUE  OF  PREPAYMENT  AND  TO 
HELP  SAVE  THE  THOUSANDS  OF  HOMES  THAT  MIGHT  BE  LOST  AS 
A  RESULT  OF  PRE-PAYMENT. 

ESTIMATES  INDICATE  THAT  WE  ARE  LOSING  AFFORDABLE 
HOUSING  AT  THE  TUNE  OF  1.5  MILLION  UNITS  A  DECADE.  THIS 
ASTRONOMICAL  FIGURE  SPELLS  DISASTER  FOR  LOW-INCOME 
AMERICANS  AND  A  SPECIAL  HARDSHIP  FOR  THE  ELDERLY,  THE 
FOCUS  OF  THIS  HEARING. 

1 


17 

WE  APPEAL  TO  HOUSE  AND  SENATE  CONFEREES  TO  ADOPT  THE 
STRONGEST  LANGUAGE  POSSIBLE  TO  SECURE  A  PERMANENT 
RESOLUTION  OF  THE  PREPAYMENT  ISSUE  AND  PRESERVE  THE 
SUPPLY  OF  LOW-INCOME  HOUSING. 

WE  CANNOT  AFFORD  TO  LOSE  MORE  LOW-INCOME  HOUSING 
WHICH  ESPECIALLY  HURTS  OUR  WEAKEST  AND  MOST 
VULNERABLE  CITIZENS,  THE  ELDERLY.  NINETT  (90)  PERCENT  OF 
THE  ELDERLY  DEPEND  SOLELY  ON  SOCIAL  SECURITY  TO  SURVIVE. 
ALREADY,  SENIOR  CITIZENS  MUST  DO  A  BALANCING  ACT  TO 
COVER  THE  ESSENTIAL  NEEDS  OF  GAS,  ELECTRICITY,  WATER, 
FOOD,  TRANSPORTATION,  MEDICAL  VISITS,  CLOTHING,  TELEPHONE 
AND  PRESCRIPTIONS.  ON  A  FIXED  INCOME,  SENIOR  CITIZENS 
LIVE  DAY  TO  DAY.  THUS,  THE  SHOCK  OF  HAVING  TO  FIND  NEW 
HOUSING  OR  PAY  MORE  OF  THEIR  INCOME  TOWARDS  RENT  CAN 
BE  DEVASTATING. 

THE  CURRENT  MORATORIUM  ON  PRE-PAYMENT  EXPIRES  ON 
OCTOBER  30,  1990  WHICH  WILL  PLACE  APPOXIMATELY  350,000 
UNITS  IN  JEOPARDY  OF  REVERSION  TO  THE  PRICE  OF  FAIR 
MARKET  HOUSING. 

2 


18 


BETWEEN  1972  AND  1986,  OVER  900  MORTGAGES  WERE  PAID-OFF 
AND  CONVERTED  TO  FAIR  MARKET  RATES.  AS  A  RESULT,  MANY 
TENANTS  SAW  THEIR  RENT  DOUBLE,  TRIPLE  AND  EVEN 
QUADRUPLE  FROM  TWENTY-FIVE  (25)  PERCENT  OF  THEIR  INCOME 
TO  SEVENTY-FIVE  (75)  PERCENT. 

I  LOOK  FORWARD  TO  HEARING  FROM  OUR  DISTINGUISHED  PANEL 
OF  GUESTS  MAYOR  DINKINS,  CAROL  FENNELLY,  CHARLES 
COLEMAN,  AND  SARAH  JOHNSON.  I  AM  SURE  THEY  WILL 
PROVIDE  VALUABLE  INSIGHT  INTO  THE  IMPLICATIONS  OF  PRE- 
PAYMENT POLICIES  AS  THEY  REPRESENT  THOSE  WHO  MIGHT  BE 
AFFECTED.  WE  HAVE  TWO  VARIATIONS  OF  HOUSE  AND  SENATE 
PRE-PAYMENT  POLICY  TO  CONSIDER.  AGAIN,  I  URGE  THE  SENATE 
AND  HOUSE  CONFEREES  TO  WORK  ON  THE  STRONGEST  POSSIBLE 
PRESERVATION  POLICY,  AND  I  LOOK  FORWARD  TO  HEARING  FROM 
OUR  WITNESSES. 


THANK  YOU,  MR.  CHAIRMAN.        y. 


j<^^Tyf^^  u/^  ^A.  c  ^-(y 
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statement  of  Congresswoman  Louise  M.  Slaughter 

before  the 
Select  Committee  on  Aging 

September  26,  1990 


I  thank  the  Chairman  for  calling  this  hearing  this  morning. 
It  has  been  an  extraordinarily  busy  couple  of  weeks  in  Congress, 
but  I  can  think  of  no  more  urgent  reason  to  convene  a  hearing  of 
our  Select  Committee.   The  Housing  and  Community  Development  Act 
of  1990  which  the  House  will  continue  to  consider  today  is  one  of 
the  most  significant  pieces  of  legislation  which  the  101st 
Congress  has  addressed.   Our  action  on  the  issue  of  mortgage 
prepayment  potentially  affects  one  million  people  —  families  with 
small  children,  senior  citizens  and  the  frail  elderly  —  who 
depend  on  federally  assisted  housing  for  affordable  rents.   How  we 
decide  on  this  issue  leaves  these  one  million  people  able  to 
continue  living  secure  in  their  homes  or  facing  eviction  and 
likely  homelessness.   We  cannot  allow  the  latter. 

In  my  own  district,  14  subsidized  housing  projects  with  a 
total  of  more  than  2500  units  will  be  eligible  for  mortgage 
prepayment  in  the  coming  decade.   Of  these  14  projects,  seven 
house  exclusively  senior  citizens  aged  62  or  older.   The  mortgage 
prepayment  question  hits  us  all  close  to  home  and  calls  for 
immediate  action.   We  will  not  stand  by  while  hundreds  of 
thousands  of  senior  citizens  risk  losing  their  apartments  and  face 
possible  homelessness. 

Homelessness  offends  our  sensibilities  and  tugs  at  our 
hearts.   Thanks,  in  large  part,  to  the  advocates  here  this 
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morning,  there  is  a  growing  awareness  in  America  that  the  homeless 
have  not  taken  to  the  streets  by  choice.   They  have  been  forced 
out  of  affordable  housing  by  more  than  a  decade  of  indifference  to 
our  national  housing  policy  —  or  lack  thereof.   With  the  housing 
bill  now  in  conference,  the  101st  Congress  has  the  opportunity  to 
undo  some  of  the  damage  of  the  past  decade. 

Many  of  us  in  the  Congress  consider  ourselves  friends  to  the 
homeless  and  we  work  earnestly  to  reverse  their  tragedy.   We  are 
tremendously  inspired  by  the  compassion  and  dedication  of  Carol 
Fennelly,  the  late  Mitch  Snyder,  and  numbers  of  other  advocates 
who  have  committed  their  lives  to  helping  the  homeless.   But  our 
work  means  nothing  if  we  are  unable  to  maintain  the  availability 
of  safe,  affordable,  low-income  housing. 

I  thank  the  distinguished  witnesses,  some  of  whom  have 
traveled  great  distances  to  be  with  us  today,  for  their  interest 
in  this  very  important  question  and  their  efforts  on  behalf  of  the 
affected  tenants.   I  look  forward  to  their  testimony  and  I  hope  it 
will  ensure  responsible  and  caring  action  by  the  Congress  on  the 
mortgage  prepayment  issue  as  House  and  Senate  conferees  meet  to 
resolve  differences  in  the  housing  bill. 
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OPENING  STATEMENT  BY  U.S.  REP.  JERRY  F.  COSTELLO 
HOUSE  SELECT  COMMITTEE  ON  AGING 

"THE  NEW  HOUSING  CRISIS:   OLD  AND  POOR  IN  THE  STREETS" 
SEPTEMBER  26,  1990 

Mr.  Chairman,  thank  you  for  calling  such  a  timely  and  important 
hearing  to  address  the  looming  crisis  of  homelessness  so  many  of 
our  nation's  elderly  will  soon  face  due  to  the  loss  of  affordable 
housing.   I  am  extremely  concerned  because  fifteen  percent  of 
America's  older  citizens  live  in  poverty.   This  has  become  an 
undeniable  and  intolerable  fact  in  my  district  of  Southwestern 
Illinois  and  throughout  our  nation.   I  am  anxious  to  hear  the 
testimonies  of  our  expert  panel  of  witnesses  —  all  of  whom  will 
offer  us  a  unique  perspective  on  the  housing  situation  for  the 
elderly  in  the  United  States.   Mayor  Dinkins  from  New  York, 
undoubtedly,  is  quite  familiar  with  urban  homelessness,  and  I  am 
very  interested  to  hear  his  comments  relating  to  this  issue. 
Long-time  homeless  advocate,  Carol  Fennelly  with  the  Community 
for  Creative  Non  Violence  (CCNV) ,  will  provide  us  with  insight  to 
the  plight  of  the  homeless.    I  am  also  pleased  that  the  director 
of  the  National  Housing  Trust,  Sara  Johnson,  can  be  here  to  share 
her  expertise  on  the  subject  of  mortgage  prepayment,  and  that  Mr. 
Charles  Coleman  can  provide  us  with  a  personal  account  of  the 
struggle  with  pending  prepayment  and  the  possibility  of  eviction. 

Currently,  the  Senate  and  the  House  of  Representatives  have 
started  conference  proceedings,  with  the  actual  conference  to 
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begin  this  week.   It  is  my  belief  that  the  time  has  come  to 
address  the  housing  crisis.   Meaningful  reforms  must  be  made  to 
correct  the  housing  inadequacy.   For  too  many  elderly,  the 
reality  of  affordable  housing  is  slipping  out  of  reach.   For 
those  who  live  on  a  fixed  income,  the  threat  of  eviction  due  to 
rent  increases  is  a  very  real  possibility. 

Today,  we  will  address  this  potential  new  homeless  crisis  which 
is  due  to  a  pending  federal  policy.   In  the  late  1960s  and  early 
1970s  federal  housing  programs  provided  private  sponsors  with 
subsidized  mortgages  for  the  development  of  affordable  rental 
housing  for  low-  and  moderate- income  households.   Under  these 
programs  for-profit  sponsors  may  prepay  their  mortgages  after  20 
years,  thereby  terminating  income  restrictions  and  government 
supervision  of  rent  levels.   Once  the  mortgage  is  paid  off,  the 
owner  can  stop  renting  to  lower  income  tenants  and  convert  the 
property  to  condominiums  or  high-priced  rentals.   With  the 
temporary  moratorium  imposed  by  Congress  in  1987  to  review  this 
program  expiring  on  September  30,  hundreds  of  thousands  of 
families  and  individuals  could  lose  their  homes  —  many  of  those 
our  elderly. 

I  am  increasingly  concerned  because  studies  indicate  that  such 
"forced  moves"  are  highly  disruptive  to  residents,  especially 
older  residents,  and  create  physical  and  emotional  difficulties. 
The  shock  of  having  to  readjust  is  shared  by  all  ages,  but  more 
critical  to  the  survival  and  independence  of  an  elderly  person. 
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The  elderly  often  depend  on  neighbors  for  meal  preparation, 
transportation,  etc.   Since  difficulties  with  sight  and  frailty 
increase  with  age,  familiarity  with  a  neighborhood  and  neighbors 
can  be  a  matter  of  life  and  death.   Additionally,  an  elderly 
individual  may  not  know  where  to  look  for  new  housing,  thus  be 
forced  into  "street  life." 

I  find  it  alarming  that  the  nation  is  losing  affordable  housing 
at  a  rate  of  approximately  1.5  million  units  a  decade.  At  the 
same  time,  production  of  new  low-income  units  has  been  severely 
diminished  by  cuts  in  the  federal  housing  budget  and  changes  in 
the  tax  law.  With  more  units  being  threatened  by  prepayment  of 
mortgages,  I  believe  that  we  must  act  now  to  intercept  this 
problem. 

Mr.  Chairman,  the  homeless  crisis  in  our  country  has  become  a 
national  tragedy.   I  am  pleased  that  today  we  are  taking  positive 
steps  to  discuss  the  problems  and  possible  solutions  with  which 
we  are  faced.   I  would  again  like  to  extend  my  gratitude  to  the 
witnesses  who  will  offer  their  important  testimonies,  and  I  would 
like  to  thank  you,  Mr.  Chairman,  for  calling  this  hearing  and  for 
your  continued  leadership  of  this  committee. 
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STATEMENT  OF  MATTHEW  J.  RINALDO 

SELECT  COMMITTEE  ON  AGING 

SEPTEMBER  26,  1990 

"THE  NEW  HOMELESS  CRISIS: 
OLD  AND  POOR  IN  THE  STREETS" 


MR.  CHAIRMAN, 

I  COMMEND  YOU  FOR  CALLING  TODAY'S  HEARING  TO  DISCUSS  THE 
POTENTIAL  IMPACT  ON  HUNDREDS  OF  THOUSANDS  OF  ELDERLY  DUE  TO 
MORTGAGE- INSURANCE  PREPAYMENT  AND  THE  CONVERSION  OF  LOW  INCOME 
HOUSING  UNITS.   IT  IS  CLEAR  THAT  THIS  IS  A  VERY  SERIOUS 
SITUATION.   IN  1987,  CONGRESS  ENACTED  THE  EMERGENCY  LOW  INCOME 
HOUSING  PRESERVATION  ACT  AND  THEREBY  IMPOSED  A  MORTGAGE 
PREPAYMENT  MORATORIUM.   THAT  MORATORIUM  IS  IN  EFFECT  TODAY  AND 
WILL  LAST  UNTIL  THE  END  OF  THE  CURRENT  FISCAL  YEAR,  BUT  IF  THE 
PROBLEM  IS  NOT  SOLVED  BY  THEN,  WE  COULD  SEE  OVER  A  HALF  MILLION 
PEOPLE  IN  JEOPARDY  OF  BEING  DISPLACED. 

THAT  COULD  HAVE  DEVASTATING  EFFECT  ON  OLDER  AMERICANS.   IT  IS 
BELIEVED  THAT  ABOUT  25  PERCENT  OF  THE  HOUSING  UNITS  LIKELY  TO 
PREPAY  OR  DEFAULT  ARE  OCCUPIED  BY  ELDERLY  PEOPLE.   TO  EXAMINE  IT 
ANOTHER  WAY,  IF  NO  ACTION  IS  TAKEN,  IT  IS  PROJECTED  THAT  OVER 
87,000  OLDER  PEOPLE  COULD  FIND  THEMSELVES  DISPLACED  AND  IN  NEED 
OF  BEING  RELOCATED  BY  THE  END  OF  THE  DECADE. 

THAT  RESULT  IS  UNACCEPTABLE,  AND  I  HOPE  THIS  COMMITTEE  WILL  DO 
EVERYTHING  IN  ITS  POWER  TO  SEE  THAT  IT  DOES  NOT  HAPPEN. 
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I  HOPE  THE  WITNESSES'  TESTIMONY  TODAY  WILL  PROVIDE  US  WITH 
VALUABLE  INSIGHT  INTO  WHAT  ACTION  WE  CAN  TAKE  TO  PREVENT  THE 
DISPLACEMENT  OF  THOUSANDS  OF  SENIOR  CITIZENS.   IN  ADDITION,  WE 
SHOULD  GIVE  SERIOUS  CONSIDERATION  TO  FEDERAL  INCENTIVES  TO 
IMPROVE  LIVING  CONDITIONS  WITHIN  FEDERALLY  INSURED  AND  SUBSIDIZED 
HOUSING  PROJECTS. 

THANK  YOU,  MR.  CHAIRMAN  FOR  CALLING  THIS  HEARING  TODAY.   I  YIELD 
BACK  THE  BALANCE  OF  MY  TIME. 
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OPENING  STATEMENT  OF  THE  HONORABLE 

RALPH  REGUU,  16TH  OHIO 

SELECT  COMMITTEE  ON  AGING 

SEPTEMBER  26,  1990 


Mr.  Chairman: 

i  commend  you  for  your  leadership  in 
calling  this  important  hearing  on  the 
potential  displacement  of  elderly  and 
low- income  residents  due  to  the 
conversion  of  low- income  housing  units 
resulting  from  the  mortgage  insurance 
prepayment  program  under  the  department 
OF  Housing  and  Urban  Development. 

Under  current  law,  the  existing  HUD 
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mortgage  insurance  programs  offered  to 
individuals  to  build  affordable  housing 
permit  owners  to  opt  out  of  the  original 
40  year  agreement  and  "prepay"  the 
mortgages  after  20  years. 

It  has  been  estimated  by  the  Congressinal 
Budget  Office  that  over  360,000  low  and 
moderate  inocme  housing  units  will  become 
eligible  for  hud  mortgage  prepayment  and 

CONVERSION  TO  OTHER  USES.   At  LEAST 
280,000  UNITS  ARE  EXPECTED  TO  CHOOSE 
PREPAYMENT  WHICH  MEANS  SOME  560,000 
PEOPLE  WOULD  BE  AFFECTED.   COSTS  OF 
PREVENTING  THE  PREPAYMENT  COULD  REACH  AS 
HIGH  AS  $8.5  BILLION. 

In  conference  is  a  measure,  HR5157,  which 
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WOULD  PROVIDE  PROPERTY  OWNERS  WITH  THE 
CHOICE  OF  ACCEPTING  A  PAC|AGE  OF  HUD 
INCENTIVES  AND  CONTINUING  TO  OPERATE 
UNDER  LOW  INCOME  RESTRICTIONS  ON  THEIR 
PROPERTY  OR  REFUSING  THE  INCENTIVES  AND 
OPTING  FOR  "prepayment",   NO  FINAL 

agreement  has  been  reached  by  conferees 
on  the  matter. 

Based  on  the  demographics  of  this  issue 
the  elderly  would  be  hard  hit  by  any 
large  scale  acceptance  of  prepayment. 
The  National  Low  Income  Housing 
Coalition  estimates  that  by  the  end  of 
the  1990s  about  87,000  elderly  will  be 
displaced  under  the  existing  program. 

i  look  forward  to  the  insights  of  our 
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DISTINGUISHED  PANEL  ON  THIS  IMPORTANT 
ISSUE. 


34-918  -  90  -  2 
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\Ur     Cor '^f,x^,-^  f^oi-dclc^  -J 

MR.  CHAIRMAN,  THANK  YOU  FOR  CONVENING  THIS  IMPORTANT  HEARINB.    I  AM 
BREATLY  CONCERNED  BY  THE  POTENTIAL  DISPLACEMENT  OF  ELDERLY  AND  LOW- 
INCOME  RESIDENTS  FROM  THEIR  HOMES,  WHICH  COULD  RESULT  FROM 
MORTGAGE-INSURANCE  PREPAYMENT.   WE  MUST  ENSURE  THAT  SENIOR  CITIZENS 
AND  LOW-INCOME  FAMILIES  PRESENTLY  LIVING  IN  SUBSIDIZED  HOUSING  DO  NOT 
JOIN  THE  GROWING  RANKS  OF  THE  HOMELESS  LIVING  ON  THE  STREETS. 


MORTGAGE  PREPAYMENT  COULD  RESULT  IN  THE  LOSS  OF  350,000  UNITS  OF 

AFFORDABLE  HOUSING  IN  AN  ALREADY  TIGHT  HOUSING  MARKET.   POTENTIALLY  ft 

I 

MILLION  TENANTS  COULD  BE  DISPLACED.   LOW-INCOME  FAMILIES,  EARNING  AT 

OR  NEAR  THE  MINIMUM  WAGE,  W*fet.  BE  PRICED  OUT  OF  THEIR  HOMES.   250,000 

OF  THOSE  POTENTIALLY  AFFECTED  ARE  SENIOR  CITIZENS  LIVING  ON  FIXED 

INCOMES  WHO  t««_  NOT  BE  ABLE  TO  PAY  THE  HIGHER  RENTS  WHICH  PREPAYMENT 

0JOM.Li>  ix»ioM_C" 

W¥et  BRING,  AND  W*eL  HAVE  NO  WHERE  TO  GO.  THE  WAITING  LIST  FOR 

SUBSIDIZED  SENIOR  CITIZEN  HOUSING  IS  YEARS  LONG  IN  MANY  AREAS. 

TRAGICALLY,  AN  INCREASING  NUMBER  OF  OUR  HOMELESS  ARE  ELDERLY.   WE  MUST 

TAKE  ACTION  TO  EXPAND  THE  AVAILABILITY  OF  AFFORDABLE  HOUSING  RATHER 

THAN  ALLOWING  EVEN  MORE  LOW-INCOME  INDIVIDUALS  TO  LOSE  THEIR  HOMES. 

AT  THE  SAME  TIME,  WE  MUST  ALSO  ACT  IN  GOOD  FAITH  IN  OUR  TREATMENT  OF 

THOSE  WHO  HAVE  INVESTED  IN  LOW- INCOME  HOUSING. 


MR.  CHAIRMAN  THANK  YOU  FOR  YOUR  WORK  ON  THIS  ISSUE,  AND  I  LOOK  FORWARD 
TO  HEARING  FROM  THESE  DISTINGUISHED  WITNESSES  WHO  HAVE  GENEROUSLY 
OFFERED  US  THEIR  TIME  TO  TESTIFY  ABOUT  THE  POTENTIAL  EFFECTS  OF 
PREPAYMENT. 
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The  Chairman.  Ladies  and  gentleman,  we  have  a  very  impres- 
sive Hst  of  witnesses  this  morning.  But  adding  to  that  Ust  is  our 
own  colleague,  Mr.  Joe  Kennedy,  who  wishes  to  testify  on  that  side 
of  the  dais,  not  from  the  usual  seat  that  he  occupies  as  a  member 
of  this  committee.  We  welcome  this  because  it  shows  that  he  has 
done  a  lot  of  research  on  it,  he  no  doubt  has  a  real  message  to  give 
this  committee,  and  I  yield  to  my  colleague  and  dear  friend,  Mr. 
Kennedy. 

STATEMENT  OF  HON.  JOSEPH  P.  KENNEDY,  II,  A  MEMBER  OF 
CONGRESS  FROM  THE  STATE  OF  MASSACHUSETTS 

Mr.  Kennedy.  Thank  you  very  much,  Mr.  Chairman.  I  want  to 
thank  you  and  all  the  members  of  the  committee  for  holding  this 
hearing  this  morning  on  what  is  an  issue  of  critical  importance, 
not  only  to  our  Nation's  elderly  but  to  low  and  moderate  income 
people  all  across  this  land  who  face  the  prospect  of  real  displace- 
ment as  a  result  of  the  inaction  of  the  Congress  of  the  United 
States  thus  far  in  dealing  with  this  problem. 

I  also  think  that  it  is  a  tell-tale  sign  that  the  only  members  of 
the  committee  that  are  present  this  morning  are  the  members  on 
the  Democratic  side,  because  the  fact  is  that,  as  Mary  Rose  Dakar 
could  say,  the  leaders  in  so-called  charge  of  providing  the  sanctity 
of  the  contracts  to  the  building  owners,  who  have  lined  their  pock- 
etbooks  so  profitably  as  a  result  of  the  prepayment  issue,  have 
largely  come  from  the  Republican  side  of  the  aisle. 

It  is  interesting  to  me  that  in  the  same  committee  that  we  can 
break  contracts  with  savings  and  loans  so  rampantly  during  the 
course  of  the  last  2  years,  suddenly  when  it  comes  to  lining  land- 
lords' pockets,  we  are  all  of  a  sudden  hearing  sanctity  of  the  con- 
tract language.  So,  anyway,  I  just  thought  that  it  was  interesting  to 
note  that  no  Republicans  chose  to  come  to  this  hearing  this  morn- 
ing. 

Mr.  Chairman,  I  want  to  thank  you  for  inviting  me  to  testify 
today.  This  hearing  could  not  come  at  a  better  time.  As  you  know, 
the  House  has  just  begun  to  hammer  out  a  conference  with  the 
other  body  over  a  new  housing  bill.  There  is  a  great  deal  riding  on 
the  outcome.  Some  330,000  poor  and  working  families  face  eviction 
and  homelessness  in  the  next  few  years  if  Congress  does  not  act  to 
protect  them.  At  least  74,000  of  those  families  are  headed  by  elder- 
ly persons.  Today's  hearing  will  go  a  long  way  towards  shedding 
light  on  this  critical  problem. 

A  lot  of  people  may  wonder  how  the  Government  got  into  this 
bind  to  begin  with.  It  is  a  fair  question.  About  25  years  ago,  we  de- 
cided to  enlist  the  private  developers  in  an  effort  to  build  afford- 
able housing.  In  those  days  of  the  Great  Society,  a  few  wealthy  de- 
velopers were  offered  a  terrific  opportunity  to  make  good  by  doing 
good. 

And  what  a  sweet  deal  they  received.  The  Government  guaran- 
teed their  construction  loans  and  then  provided  heavy  subsidies  on 
the  mortgage  payment. 

So  owners  could  raise  as  much  money  as  they  needed  to  build 
housing,  without  having  to  put  much,  if  any,  of  their  own  money  at 
risk.  On  top  of  that,  they  only  had  to  pay  1  to  3  percent  interest  on 
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their  market  rate  mortgages.  The  rest  was  financed  courtesy  of  the 
American  taxpayer.  In  exchange,  the  owners  agreed  to  keep  the 
properties  affordable  to  low  and  moderate  income  people  for  the 
duration  of  the  mortgage. 

Developers  received  another  benefit  from  this  program.  That 
benefit  precipitated  the  crisis  we  now  face.  It  seems  that  someone 
at  HUD,  without  the  okay  of  the  Congress,  decided  that  owners 
could  prepay  their  40  year  mortgages  after  only  20  years.  Once 
they  prepaid,  they  could  do  what  they  pleased  with  their  projects, 
like  turn  them  into  commercial  office  space  or  yuppy  condomin- 
iums. 

Over  the  last  20  years,  these  owners  have  enjoyed  a  steady  infu- 
sion of  taxpayers  subsidies.  Not  only  has  the  Government  contin- 
ued to  subsidize  the  mortgages,  it's  also  subsidized  the  rents 
through  the  Section  8  program.  And,  it  subsidized  capital  improve- 
ments. The  taxpayers  have  pumped  so  much  money  into  these 
projects  that  the  owner's  have  realized  the  internal  rates  of  return 
of  up  to  15  percent  per  year.  Essentially  they  have  received  market 
rewards  without  market  risks.  That's  a  deal  that  any  business 
person  would  envy.  It's  free  enterprise  for  the  poor  and  socialism 
for  the  rich. 

And  yet  today,  these  owners,  and  their  well  paid  lobbyists,  walk 
the  halls  of  Congress  trying  to  persuade  Members  that  they  are  en- 
titled to  nothing  less  than  their  unfettered  right  to  prepay  and  dis- 
place tenants — despite  all  the  taxpayer  dollars  invested  in  their 
projects,  despite  Congress'  willingness  to  provide  them  a  continued 
hefty  rate  of  return,  and  despite  the  terrible  housing  crisis  our 
country  now  faces,  a  crisis  that  will  only  be  inflamed  by  allowing 
owners  to  prepay  at  their  whim.  That  would  not  only  be  bad  social 
policy,  it  would  amount  to  a  mini  S&L  bailout  for  a  few  well-to-do 
owners. 

This  one  sided  approach  will  just  not  do.  We've  got  to  strike  a 
balance  between  the  legitimate  right  of  owners  and  the  desperate 
interest  of  tenants  in  having  a  decent,  affordable  place  to  live. 
Many  of  us  in  the  House  and  many  Members  of  the  Senate  believe 
in  an  approach  that  allows  prepayment  but  only  if  tenants  won't 
be  displaced  into  a  market  where  there  is  little  or  no  affordable 
housing.  Owners,  in  exchange  for  any  limitation  on  their  freedom 
of  choice,  would  be  able  to  receive  an  increase  in  their  guaranteed 
annual  rate  of  return,  or  be  encouraged  to  sell  to  a  nonprofit  or 
other  entity,  which  would  keep  the  properties  affordable  in  perpe- 
tuity. 

Fortunately,  the  Senate  has  seen  fit  to  adopt  this  even  handed 
approach.  The  House,  though,  has  adopted  an  approach  which 
allows  an  owner  to  prepay  in  as  little  as  8  months  from  the  date  he 
notifies  HUD  of  his  desire  to  do  so.  In  the  coming  days,  I  will  be 
working  hard  to  strike  a  proper  balance  between  the  rights  of  ten- 
ants and  the  owners. 

Ultimately,  this  matter  will  come  before  the  full  House  for  a 
vote.  When  it  does,  I  hope  our  colleagues  will  not  be  misled  by  at 
least  two  misconceptions  that  have  surrounded  this  issue.  One  is 
that  the  owners  can  be  allowed  to  kick  tenants  out  after  20  years, 
because  housing  vouchers  will  protect  the  tenants.  But  in  high 
priced,  low  vacancy  areas,  the  rents — these  are  areas  such  that 
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you're  from,  Los  Angeles,  or  Tom  Downey  in  New  York,  or  Marilyn 
Lloyd  in  Tennessee,  or  Boston,  Massachusetts.  Folks  with  vouchers 
are  still  paying  40  or  50,  or  even  60  percent  of  their  income  for 
rent.  And  for  the  elderly,  the  trauma  of  moving  can  itself  cause  ill- 
ness or  even  death.  One  study  of  the  institutionalized  elderly 
showed  a  30  percent  increase  in  the  morbidity  rate  of  those  who 
were  displaced  from  their  homes.  So,  try  telling  a  70-year-old 
widow  on  a  fixed  income  that  a  voucher  will  protect  her,  it  won't. 

The  second  misconception  is  that  the  only  way  to  uphold  the  so- 
called  sanctity  of  the  contracts  is  to  give  the  owners  an  unfettered 
right  to  prepay.  But,  there  is  a  long  line  of  Supreme  Court  prece- 
dent that  recognizes  the  Government's  right,  in  fact  it's  duty,  to 
change  the  rules  of  its  programs  to  protect  the  common  good.  As 
long  as  the  Government  provides  owners  with  adequate  compensa- 
tion, and  does  not  act  in  an  arbitrary  way,  the  right  to  prepay  can 
be  restricted.  In  one  1986  case,  the  Supreme  Court  said  that  sover- 
eign power  governs  all  contracts  subject  to  the  sovereign's  jurisdic- 
tion, and  that  those  contracts  "remain  subject  to  the  subsequent 
legislation"  by  the  sovereign.  In  Bowen  vs.  Public  Agency  477  U.S. 
4152,  1986,  this  reasoning  has  been  used  to  uphold  the  temporary 
law  currently  restricting  owner's  rights  to  prepay. 

In  concluding,  Mr.  Chairman,  we  must  meet  our  obligations  to 
owners,  but  we  must  not  forget  that  we  have  an  obligation  to  ten- 
ants, too,  an  obligation  to  ensure  that  they  have  a  decent  place  to 
live.  In  the  coming  days,  our  commitment  to  meeting  that  obliga- 
tion will  be  put  to  a  test.  With  the  help  of  this  hearing,  I  believe 
that  we  can  and  will  meet  it. 

Again,  I  want  to  thank  you  and  the  other  members  of  the  panel 
for  giving  me  the  opportunity  to  testify  today. 

The  Chairman.  Thank  you,  Mr.  Kennedy.  We  will  proceed  now 
by  hearing  the  other  witnesses,  and  then  we'll  have  a  question  and 
answer  period  after  they  have  all  made  a  presentation.  The  Chair 
will  now  recognize  Ms.  Johnson. 

STATEMENT  OF  SARA  E.  JOHNSON,  EXECUTIVE  DIRECTOR, 
NATIONAL  HOUSING  TRUST,  WASHINGTON,  DC 

Ms.  Johnson.  Thank  you,  Mr.  Chairman.  Good  morning,  my 
name  is  Ms.  Sara  Johnson.  I  am  the  executive  director  of  the  Na- 
tional Housing  Trust,  which  is  a  national  nonprofit  organization 
dedicated  to  the  preservation  of  existing  affordable  housing.  The 
focal  point  of  the  trust  activities  is  developing  public  policy  solu- 
tions to  the  prepayment  of  federally  assisted  mortgages  and  termi- 
nation of  low-income  use  restrictions,  which  is  the  subject  of 
today's  hearing. 

Displacement  of  low-income  people  as  a  result  of  prepayment  is 
not  a  new  issue  for  this  committee.  On  June  25,  1982,  the  commit- 
tee heard  testimony  on  the  plight  of  low-income  tenants  in  a  150 
unit  senior  citizens'  project  in  Pasadena,  California.  The  develop- 
ment was  assisted  under  the  202  Program.  The  senior  citizen's  of 
the  project  faced  displacement  when  HUD  accepted  the  owner's  re- 
quest to  prepay  the  mortgage  in  March  of  1982,  and  the  owner  dou- 
bled the  rents  and  started  leasing  the  units  to  upper  income 
people. 
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As  a  result  of  this  committee's  work,  Congress  took  immediate 
action  to  ensure  that  what  happened  to  those  senior  citizens  in 
Pasadena  would  not  happen  again.  Congress  passed  legislation  pro- 
hibiting HUD  from  accepting  prepayment  of  202  mortgages  unless 
the  project  would  continue  to  provide  rental  housing  for  elderly 
and  handicapped  people  under  terms  that  were  at  least  as  favor- 
able as  the  terms  of  the  Section  202  program. 

The  leadership  and  commitment  demonstrated  by  the  leaders  of 
this  committee,  and  the  Chairman  in  particular,  back  in  1982  is 
needed  again.  The  job  is  only  half  done.  The  residents  of  Section 
202  housing  developments  have  been  protected  but  thousands  of  el- 
derly people  who  live  in  developments,  assisted  under  the  221(D)(3) 
and  236  programs  remain  at  risk  because  of  owner  prepayments. 

Let  me  review  for  a  moment  the  statistics  that  have  been  pre- 
pared by  the  Congressional  Budget  Office  after  many,  many  studies 
of  this  problem.  CBO  has  estimated  that  over  360,000  federally  as- 
sisted low  and  moderate  income  housing  units  will  become  legally 
eligible  for  prepayment  and  conversion  to  more  profitable  uses 
through  the  year  2007,  and  this  is  not  including  the  Farmers  Home 
projects.  I  am  speaking  only  to  the  HUD  multifamily  projects  at 
this  time. 

Owners  of  331,000  units,  according  to  the  CBO,  will  in  fact  exer- 
cise their  right  to  prepay  and  convert  the  housing  to  more  profita- 
ble uses,  resulting  in  the  potential  displacement  of  over  one-half 
million  people.  Of  the  331,000  units  determined  by  the  CBO  as 
likely  to  be  lost  through  prepa5mient,  210,000  units  will  be  lost 
during  fiscal  years  1991  through  1995  alone.  This  is  very  much  a 
near  term  problem. 

As  Congressman  Kennedy  noted,  although  we  do  not  have  very 
good  statistics  on  the  number  of  elderly  households,  the  Low- 
Income  Housing  Information  Service  has  identified  74,000  units  oc- 
cupied by  elderly  households  that  are  at  risk  of  prepayment.  And 
those  figures  do  not  include  the  State  agency  projects,  many  of 
which  are  exclusively  elderly.  So  that  number  is  going  to  be  much, 
much  higher. 

During  the  past  V-k  years,  low-income  residents  have  been  pro- 
tected against  displacement  by  a  stopgap  measure  passed  by  the 
Congress,  which  expires  in  4  days  at  midnight  on  September  30, 
1990.  While  the  House  has  passed  a  30  day  extension  of  the  stopgap 
measure  to  allow  time  for  a  conference  on  the  housing  bill,  there  is 
a  hold  on  the  extender  in  the  Senate.  If  the  Senate  does  not  act, 
and  there  is  a  legal  vacuum,  then  beginning  on  Monday  morning, 
October  1,  I  predict  that  owners  will  seek  to  take  advantage  of  this 
window  of  opportunity  to  prepay  without  restrictions.  Elderly  resi- 
dents who  are  very  aware  that  their  future  is  on  the  line  are  just 
plain  scared  that  Congress  will  allow  the  current  law  to  lapse  and 
that  they  will  be  out  on  the  street.  They  should  not  be  so  burdened. 

I'll  conclude  my  remarks  by  outlining  some  of  the  fundamental 
differences  between  the  House  and  the  Senate  on  the  contours  of  a 
permanent  program  for  prepayment  eligible  housing,  which  the 
conferees  are  now  attempting  to  resolve. 

The  Senate  bill  imposed  certain  criteria  and  standards  on  the 
prepayment  of  assisted  mortgages  and  termination  of  low-income 
use.  If  the  owner  can  demonstrate  that  termination  of  the  afford- 
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ability  restrictions  will  not  precipitate  a  housing  shortage  in  the 
community;  that  existing  tenants  can  be  successfully  relocated  to 
alternative  housing,  and  that  minority  housing  opportunities  will 
not  be  impaired,  then  the  owner  is  free  to  prepay  and  convert  the 
housing  and  the  tenants  would  be  relocated  with  Federal  vouchers. 

If  these  standards  cannot  be  met,  and  admittedly  they  are  rigor- 
ous, then  the  Federal  affordability  restrictions  may  not  be  termi- 
nated under  the  Senate  bill.  In  this  situation  the  owner  is  offered 
financial  incentives  based  on  an  appraisal  of  the  property  without 
use  restrictions.  The  incentives  are  designed  to  provide  the  owner 
with  an  8  percent  annual  return  on  the  adjusted  equity  base  deter- 
mined through  the  appraisal  process.  If  the  owner  prefers  to  sell 
the  housing,  does  not  wish  to  continue  to  participate,  then  the 
Senate  bill  provides  a  way  for  that  owner  to  sell  and  receive  a 
market  based  purchase  price.  In  either  case,  the  owner  is  provided 
with  funding  from  the  Government  to  rehabilitate  and  maintain 
the  housing. 

In  exchange  for  the  acceptance  of  preservation  incentives,  the 
owner  must  agree  to  extend  the  low-income  affordability  restric- 
tions for  the  remaining  useful  life  of  the  housing,  which  is  a  con- 
cept that  was  introduced  in  the  FERIA  legislation  with  respect  to 
the  affordable  housing  asset  disposition  program  to  be  adminis- 
tered by  the  RTC. 

The  House  bill  I  will  review  briefly.  The  House  bill,  in  contrast, 
does  not  condition  owner  prepayments  and  withdrawal  of  the  hous- 
ing from  the  affordable  housing  supply  on  satisfying  any  public 
policy  criteria.  The  owner  is  permitted  to  prepay  with  only  serving 
two  notices.  Two  notices  and  they're  out.  There  is  no  review  proc- 
ess. There  is  no  criteria  against  which  the  owner's  action  is  evalu- 
ated under  a  public  policy  rational.  There  is  no  assessment  of  the 
impact  of  this  action  on  the  housing  resources  in  the  community  or 
the  residents. 

Yet,  the  House  bill  calls  for  the  preemption  of  State  and  local 
laws,  of  which  there  are  approximately  12  to  date,  that  regulate 
prepayment  eligible  housing  and  protect  the  residents.  The  only  in- 
stance where  prepayment  and  conversion  can  be  avoided  under  the 
House  bill  is  where  a  purchaser,  who  agrees  to  continue  the  re- 
stricted use,  steps  up  and  offers  to  pay  the  full  appraised,  fair 
market  value  of  the  housing  based  on  it's  best  and  highest  use, 
which  may  be  office  building  construction  or  nonresidential  uses. 

The  House  bill  provides  for  a  mandatory  sale  in  this  situation, 
which  may  involve  a  condemnation  action  by  HUD.  Such  action 
would  entitle  the  seller  to  favorable  treatment  of  the  sale  proceeds 
under  Section  1033  of  the  Internal  Revenue  Code. 

In  lieu  of  prepaying  the  mortgage,  the  owner  can  voluntarily 
accept  preservation  incentives  if  he  agrees  to  continue  some  form 
of  Federal  regulation  for  another  20  years,  but  the  incentive 
system  designed  by  the  House  is  not  devised  in  a  way  that  would 
give  the  owner  a  prescribed  level  of  profit  or  a  percentage  rate  of 
return,  as  in  the  House  bill.  Rather,  where  the  owner  voluntarily 
agrees  to  participate  in  the  preservation  program,  the  rents  may 
rise  to  what  are  essentially  market  level  rents.  The  only  vestige  of 
rent  regulation  is  a  ceiling  on  rental  charges  set  at  110  percent  of 
the  Section  8  fair  market  rents. 
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This  is  a  major  departure  from  the  way  the  programs  have  oper- 
ated over  the  past  20  years,  where  rents  are  based  on  the  debt  serv- 
ice, actual  operating  expenses,  and  a  prescribed  profit  level.  It  is 
important  to  note  that  where  an  owner  accepts  these  very  valuable 
incentives  under  the  House  bill  in  lieu  of  prepayment,  he  is  only 
.---^obligated  to  house  low  and  lower  income  residents  who  also  have  a 
Section  8  subsidy.  What  happens  to  the  housing  at  the  end  of  the 
mortgage  term?  The  House  bill  presents  several  alternatives,  all  of 
which  involve  paying  the  owner  more  for  brief  extensions  of  re- 
stricted use  based  on  a  new  valuation  of  the  housing. 

I  hope  that  members  of  this  committee  will  take  an  active  inter- 
est in  this  issue — and  I  see  that  you  have — and  make  your  views 
known  to  the  conferees  as  well  as  Members  of  the  Senate  who  are 
facing  the  immediate  question  of  an  emergency  30  day  extension  of 
current  law  protections. 

I  have  submitted  a  written  statement,  and  I  would  request  that  it 
be  included  in  the  record.  I  thank  you  for  the  opportunity  to 
appear  today. 

The  Chairman.  Thank  you  very  much,  Ms.  Johnson.  Your  state- 
ment will  be  included  in  the  record  in  its  entirety. 

Ms.  Johnson.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Johnson  follows:] 
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Good  morning.  My  name  is  Sara  Johnson  and  I  am  the  Executive 
Director  of  the  National  Housing  Trust,  a  national  nonprofit  organization 
dedicated  to  the  preservation  of  existing  affordable  housing. 

The  Trust  was  formed  in  1986  to  address  the  potential  loss  of  federally 
assisted  low  income  housing  and  involuntary  displacement  of  low  income 
tenants  due  to  owner  withdrawals  from  the  programs.  The  focal  point  of  the 
Trust's  activities  is  developing  public  policy  solutions  to  the  prepayment  of 
federally  assisted  mortgages  and  termination  of  low  income  use  restrictions, 
which  is  the  subject  of  today's  hearing.    We  played  an  active  role  in  helping 
shape  the  Emergency  Low  fricome  Housing  Preservation  Act  of  1987,  and  in 
developing  a  permanent  program  for  at-risk  housing.  As  part  of  our  research 
and  educational  efforts,  the  Trust  published  an  extensive  analysis  of  the 
financial,  regulatory  and  tax  aspects  of  assisted  housing  earlier  this  year.  The 
Trust  also  serves  as  a  financial  intermediary  «md  technical  assistance  provider 
to  resident  associations,  public  agencies  and  local  nonprofits  that  are 
attempting  to  acquire  at-risk  housing  for  preservation  purposes. 

My  testimony  today  is  intended  to  set  the  stage  for  the  other  witnesses. 
I  will  briefly  explain  the  prepayment  problem,  and  report  on  the  number  of 
projects  and  units  affected,  and  then  describe  the  status  and  key  distinctions 
between  the  House  and  Senate  approaches  to  addressing  this  issue  in  the 
future. 

Owners  of  certain  federally  assisted  low  and  moderate  income  housing 
projects  that  were  developed  during  the  1960's  and  1970's  entered  into 
contracts  with  HUD  that  allowed  them  to  pay  off  the  mortgage  balance  after  20 
years  of  the  40  year  mortgage  term,  without  HUD's  prior  approval.  The  effect 
of  paying  off  these  low-interest  mortgages  is  to  cancel  the  federal  mortgage 
insurance  and  the  restrictions  on  rental  charges  and  occupancy.  Prepayment 
cancels  all  future  federal  regulation  of  the  housing,  but  of  particular  concern 
is  the  cancellation  of  the  "use  restrictions"  which  guarantee  that  the  housing 
will  be  reserved  for  f>eople  of  modest  means  and  that  the  rent  increases  will 
be  regulated  by  HUD.  The  decision  to  include  the  prepayment  option  in  these 
contracts  which  were  signed  more  than  20  years  ago  did  not  have  a  basis  in 
the  legislative  history  of  these  programs,  much  less  the  statute.  Rather,  it  was 
an  administrative  decision,  one  that,  twenty  years  after  the  fact,  has  proved  to 
be  a  terrible  mistake  that  carries  human  and  fiscal  costs  that  we  are  only 
beginning  to  comprehend. 
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How  many  federally  assisted  projects  and  imits  might  be  lost  to  the 
affordable  housing  supply  through  prepayment?  The  Congressional  Budget 
Office,  which  has  conducted  a  number  of  studies  based  on  a  sampling  of 
projects,  has  determined  that: 

•  over  360,000  federally  assisted  low  and  moderate  income  housing 
units  will  become  legally  eligible  for  prepayment  and  conversion  to 
more  profitable  uses  through  the  year  2007 

•  owners  of  331,000  units  (93%  of  all  eligible  units)  will  indeed  pay 
off  their  mortgages  and  convert  the  housing  to  more  profitable  uses, 
which  could  cause  the  displacement  of  over  a  half  million  people 

•  of  the  331,000  uruts  likely  to  be  lost  through  prepayment, 
210,000  units  will  be  lost  during  fiscal  years  1991-  1995  alone. 

The  Low  Income  Housing  Information  Service  has  attempted  to  estimate  the 
number  of  elderly  households  that  would  be  displaced  by  prepayment  on  a 
state  by  state  basis.  While  their  numbers  are  incomplete,  and  do  not  include 
certain  projects  financed  by  state  housing  agencies,  many  of  which  are 
exclusively  occupied  by  the  elderly,  they  have  identified  approximately  74,000 
elderly  housing  units  tiiat  may  be  lost  through  prepayment. 

Displacement  of  low  income  people  as  a  result  of  prepayment  of  HUD- 
assisted  mortgages  is  not  a  new  issue  for  the  committee.  On  June  25, 1982, 
this  committee  heard  testimony  on  the  plight  of  low  income  tenants  in  a  150 
imit  senior  citizens  project  in  Pasadena,  Califonua.  The  development  was  / 
assisted  under  the  202  program.  The  senior  citizens  of  the  Concord  project    (^ 
faced  displacement  when  HUD  accepted  the  owner's  request  to  prepay  tt\e      * 
mortgage  in  March,  1982,  and  the  owner  doubled  the  rents  and  started  leasing 
vacant  units  to  upper-income  people.   As  a  result  of  this  committee's  work. 
Congress  took  immediate  steps  to  assure  that  what  happened  to  these  senior 
citizens  in  Pasadena  would  not  happen  again.  Congress  passed  legislation 
prohibiting  HUD  from  accepting  prepayment  of  202  mortgages  unless  the 
project  would  continue  to  provide  rental  housing  for  elderly  and 
handicapped  people  under  terms  at  least  as  favorable  as  the  terms  required  by 
the  Section  202  program. 

The  leadership  and  commitment  demonstrated  by  the  members  of  this 
committee  back  in  1982  is  needed  again.  The  residents  of  Section  202  housing 
developments  have  been  protected,  but  thousands  of  elderly  people  who  live 
in  developments  assisted  under  other  federal  housing  programs  (the  Section 
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221(d)(3)  and  Section  236  programs)  remain  at-risk  because  of  owner 
prepayments. 

During  the  past  two  and  a  half  ye<irs,  low  income  residents  have  been 
protected  agaiiist  displacement  by  a  stop-gap  measure  passed  by  Congress, 
which  expires  in  four  days,  at  midnight  on  September  30, 1990.  While  the 
House  has  passed  a  30  day  extension  of  this  stop-gap  measure,  to  allow  time 
for  a  conference  on  the  housing  bill,  there  is  a  hold  on  the  extender  in  the 
Senate.  If  the  Senate  does  not  act,  and  there  is  a  legal  vacuum,  then 
beginning  on  Monday  morning,  October  1st,  I  predict  that  owners  will  seek  to 
to  take  advantage  of  this  window  of  opportimity  to  prepay  without 
restrictions.  Elderly  residents  who  are  very  aware  that  their  futvire  is  on  the 
line  are  just  plain  scared  that  Congress  will  allow  the  current  law  to  lapse  and 
that  they  will  be  out  on  the  street.  They  should  not  be  so  burdened. 

I'll  conclude  my  remarks  by  ouUining  some  of  the  fvmdamental 
differences  between  the  House  and  the  Senate  on  the  contours  of  a 
permanent  program  for  prepayment-eligible  housing,  which  the  conferees  are 
now  attempting  to  resolve. 

The  Senate  bill  imposes  certain  criteria  and  standards  on  the 
prepayment  of  assisted  mortgages  and  termination  of  low  income  use.  If  the 
owner  can  demonstrate  that  tennination  of  the  affordability  restrictions  will 
not  precipitate  a  housing  shortage  in  the  commuiuty;  that  existing  tenants 
can  be  successfully  relocated  to  alternative  housing,  and  that  nunority 
housing  opportimities  will  not  be  impaired,  then  the  prepayment  will  be 
approved  and  the  tenants  will  be  relocated  with  federal  vouchers.  If  these 
standards  cannot  be  met,  then  the  federal  affordability  restrictions  may  not  be 
terminated.   In  this  situation,  the  owner  is  offered  financial  incentives,  based 
on  an  appraisal  of  the  property  without  use  restrictions.  The  incentives  are 
designed  to  provide  an  owner  with  an  8%  annual  return  on  the  adjusted 
equity  base  determined  through  the  appraisal  process.  If  the  owner  prefers  to 
sell  the  housing,  instead  of  receiving  tiie  financial  preservation  incentives, 
the  bill  provides  a  way  for  an  owner  to  sell  and  receive  a  market-based 
purchase  price.  In  either  case,  the  owner  is  also  provided  with  funding  from 
the  government  to  rehabilitate  and  maintain  the  housing.   In  exchange  for 
the  acceptance  of  preservation  incentives,  the  owner  must  agree  to  extend  the 
low  income  affordability  restrictions  for  the  "remaining  useful  life"  of  the 
housing. 

The  House  bill,  in  contrast,  does  not  condition  owner  prepayments  and 
withdrawal  of  the  housing  from  the  affordable  stock  on  satisfying  any  public 
policy  criteria.  The  owner  is  permitted  to  prepay  after  serving  two  notices. 
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There  is  no  assessment  of  the  impact  of  this  action  on  the  housing  resoiirces 
in  the  community  or  on  the  residents.  Yet,  the  House  bill  also  calls  for  the 
preemption  of  state  and  local  laws  that  regulate  prepayment-eligible  housing 
and  protect  the  residents.  The  only  instance  where  a  prepayment  and 
conversion  can  be  avoided  under  the  House  bill  is  where  a  purchaser  who 
agrees  to  continue  the  restricted  use,  steps  up  and  offers  to  pay  the  full 
appraised  fair  market  value  of  the  housing,  based  on  its  "best  and  highest" 
use.  The  House  bill  provides  for  a  mandatory  sale  in  this  situation,  which 
may  involve  a  condemnation  action  by  HUD.   Such  action  would  entitle  the 
seller  to  favorable  treatment  of  the  sale  proceeds  under  Section  1033  of  the 
Internal  Revenue  Code. 

In  lieu  of  prepaying  the  mortgage,  the  owner  can  voluntarily  accept 
preservation  incentives  if  he  agrees  to  continue  some  form  of  federal 
regulation  for  another  20  years.  But  the  incentive  system  designed  by  the 
House  is  not  devised  in  a  way  that  would  give  the  owner  a  prescribed  profit 
level  or  rate  of  return  as  in  the  Senate  bill.  Rather,  where  the  owner 
voluntarily  agrees  to  participate  in  the  preservation  program,  the  rents  may 
rise  to  what  are  essentially  market-level  rents.  The  only  vestige  of  rent 
regulation  is  a  ceiling  on  rental  charges  set  at  110%  of  the  Section  8  Fair 
Market  Rents.  This  is  a  major  departure  from  the  way  the  programs  currently 
operate,  where  rents  are  based  on  the  debt  service,  actual  operating  expenses 
and  a  prescribed  profit  level.    It  is  important  to  note  that  where  an  owner 
accepts  incentives,  in  lieu  of  prepayment,  he  is  only  obligated  to  house  low 
and  lower  income  residents  who  have  a  Section  8  subsidy.  What  happens  to 
the  housing  at  the  end  of  the  mortgage  term?  The  House  bill  presents  several 
alternatives,  all  of  which  involve  paying  the  owner  more  for  brief  extensions 
of  restricted  use  based  on  new  valuations  of  the  housing  and  additional 
financial  inducements. 

I  hope  that  members  of  the  committee  will  take  an  active  interest  in 
this  issue  and  make  your  views  known  to  the  conferees  as  well  as  members  of 
the  Senate  who  are  facing  the  immediate  question  of  an  emergency  30  day 
extension  of  current  law  protections.  This  concludes  my  testimony.   Thank 
you  for  the  opportimity  to  appear  today.  
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The  Chairman.  The  statistics  that  we  have  tell  us  that  if  just  an 
excess  of  330,000  units  take  advantage  of  prepayment  and  conver- 
sion, that  there  will  be  about  500,000  to  1  million  people  without 
homes.  There  are  three  times  that  number  now  without  homes. 

Our  next  witness  is  a  gentleman  who  has  been  faced  with  dis- 
placement in  the  large  city  of  Chicago,  Illinois.  We  are  pleased  to 
have  you  come  before  us,  Mr.  Coleman,  and  you  may  proceed  in 
any  manner  that  you  may  desire. 

STATEMENT  OF  CHARLES  COLEMAN,  LAKEVIEW  TENANTS 
ORGANIZATION,  CHICAGO,  ILLINOIS 

Mr.  Coleman.  Thank  you,  Mr.  Chairman.  My  name  is  Charles 
Coleman  and  I  am  63  years  old.  I  appreciate  this  opportunity  to  tell 
the  House  Aging  Committee  about  some  of  my  concerns  which 
many  other  senior  citizens  in  my  building  and  around  the  Nation 
share,  before  Congress  decides  on  the  future  of  federally  subsidized 
housing. 

I  am  a  tenant  and  president  of  the  tenant  committee  at  510  West 
Belmont,  a  276  unit  subsidized  building  on  the  north  side  of  Chica- 
go. I  worked  in  the  neighborhood  for  27  years  for  the  Postal  Service 
and  developed  many  friendships.  I  wanted  to  move  into  the  neigh- 
borhood when  I  retired  from  the  Postal  Service  a  year  ago,  but  it 
rapidly  became  "gentrified,"  and  I  couldn't  afford  the  average  rent 
on  my  pension.  I  waited  for  2  years  to  get  into  my  building,  be- 
cause it  is  one  of  the  few  remaining  sources  of  affordable  housing 
in  the  area.  I  love  my  apartment,  my  neighborhood,  and  I  don't 
want  to  be  forced  to  move.  A  large  percentage  of  senior  citizens  in 
my  building  have  lived  there  for  20  years,  since  the  building  was 
built.  Many  have  become  sick  from  worry,  of  not  knowing  what's 
going  to  happen  to  us  and  from  worrying  that  the  worst  may 
happen,  and  we  will  have  to  move.  Because  rent  in  our  neighbor- 
hood has  become  so  high,  we  literally  don't  know  where  we'll  go. 

The  Lakeview  community  is  one  of  the  few  places  in  the  country 
that  has  seen  a  prepayment  occur,  so  we  know  firsthand  the  brutal 
impact  it  can  have  on  the  tenants.  Four  years  ago,  the  owner  of 
another  HUD  subsidized  building  at  533  W.  Barry  in  Lakeview  pre- 
paid their  mortgage.  In  other  words,  they  paid  off  their  mortgage 
and  converted  rents  to  market  rates.  The  rents  skyrocketed  230 
percent.  As  a  result,  more  than  160  senior  citizens,  many  of  whom 
are  in  their  eighties  and  nineties,  were  forced  to  move.  Imagine 
having  these  people,  on  their  fixed  incomes,  put  out  in  the  street 
and  told  to  find  new  housing.  It  was  a  most  inhumane  thing,  you 
can  imagine.  Many  of  those  tenants  moved  to  other  subsidized 
buildings  and  now  face  the  same  potentially  traumatic  experience. 
I'm  sure  there  will  be  a  similar  huge  wave  of  evictions  across  the 
country  if  a  permanent  solution  is  not  found. 

I'm  on  the  board  of  directors  of  the  Lakeview  Tenants  Organiza- 
tion, and  so  I  feel  a  special  sense  of  responsibility  to  everyone  who 
lives  in  my  building  and  the  other  HUD  buildings.  Together  with 
the  organization  of  the  northeast,  we  have  collectively  organized 
the  tenants  in  16  HUD  buildings  all  over  the  north  side  of  Chicago 
to  preserve  the  housing.  But  I  am  concerned  about  my  own  wel- 
fare. The  owner  of  my  building,  bought  the  building  3  years  ago 
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with  the  special  intention  of  prepayment  because  he  knew  he  could 
make  a  lot  of  money  in  our  up-and-coming  neighborhood  from  the 
open  market. 

I  already  pay  more  than  30  percent  of  my  income  for  rent.  Some 
people  in  my  building  pay  as  much  as  50  percent.  We  can't  afford 
to  pay  any  more,  not  if  we  hope  to  buy  food,  medicine,  clothes,  and 
other  necessities.  Honorable  Members  of  Congress,  I  ask  for  your 
help  in  saving  our  homes  and  would  like  to  make  some  recommen- 
dations to  you. 

First,  we  need  to  have  a  permanent  solution  to  this  crisis,  one 
that  includes  permanent  restrictions  on  prepayment  for  the  full 
life  of  the  building.  We  don't  want  to  have  the  experience  that  the 
tenants  went  through  at  533  W.  Barry.  If  the  restrictions  are  not 
permanent,  we  will  have  to  live  in  constant  fear  that  we  will  be 
displaced  because  we  will  not  be  able  to  afford  the  rent  anymore. 

Second,  I  know  that  owning  and  managing  these  buildings  is  dif- 
ficult and  believe  that  owners  should  receive  a  fair  rate  of  return 
on  their  investment.  However,  I  also  know  that  many  of  these 
owners  bought  their  buildings  with  very  little  money  and  have  al- 
ready received  quite  substantial  tax  benefits  and  other  kinds  of 
subsidies  from  the  Federal  Government.  Therefore,  the  Congress 
should  consider  their  original  investment  and  any  other  money 
that  had  been  put  into  the  building,  when  calculating  the  rate  of 
return. 

Third,  I  know  that  some  Members  of  Congress  are  advocating 
vouchers  as  a  possible  solution  to  this  problem.  I  want  to  tell  you 
that  vouchers  would  not  work  in  my  neighborhood,  nor  would  they 
in  other  communities  throughout  the  country.  There's  not  enough 
affordable  housing  in  my  neighborhood  where  I  would  be  able  to 
use  them.  They  would  also  not  help  keep  my  rent  affordable  be- 
cause not  only  would  I  have  to  pay  30  percent  of  my  income  for 
rent,  but  I  also  would  have  to  make  up  the  difference  between 
HUD's  market  rate  and  the  market  rate  of  my  neighborhood.  That 
would  amount  to  an  additional  $100  or  $200  more  a  month.  I 
cannot  afford  that  because  I  am  on  a  fixed  income. 

Fourth,  I  think  there  should  be  a  ceiling  on  the  amount  of  rent 
that  a  tenant  is  required  to  pay.  That  ceiling  should  be  limited  to 
30  percent  of  a  tenant's  income.  As  I  mentioned,  there  are  already 
many  people  in  my  building  who  are  paying  more  than  30  percent, 
even  50  percent,  of  their  income  for  rent.  We  can't  afford  any 
more.  I  would  also  suggest  that  tenants  who  are  already  paying 
more  than  50  percent  of  their  income  for  rent  should  have  their 
rent  rolled  back  to  30  percent  of  their  income. 

In  closing,  I  would  like  to  say  that  when  I  was  working  I  had  no 
idea  that  I  would  have  to  worry  about  my  housing  situation  when  I 
retired.  After  working  for  the  Federal  Government  for  27  years,  I 
thought  I  would  be  able  to  afford  a  decent  place  to  live  and  to 
enjoy  my  retirement.  Is  this  impending  eviction  of  thousands  of  el- 
derly any  way  to  treat  Government  employees  and  all  other  senior 
citizens  who  have  worked  all  their  lives?  There  seems  to  be  some- 
thing wrong  with  the  Government's  priorities  here. 

Continuing  the  HUD  housing  programs  is  only  a  very  small  per- 
centage of  the  amount  of  money  compared  to  that  Congress  allocat- 
ed to  the  savings  and  loan  bailout.  If  Congress  can  find  that  much 
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money  for  the  bailout,  they  can  easily  find  funding  for  affordable 
housing. 

I  would  like  to  thank  you  very  much,  Mr.  Chairman  and  commit- 
tee, for  hearing  my  testimony. 

The  Chairman.  Well,  thank  you,  Mr.  Coleman.  It  was  a  very  ex- 
cellent testimony. 

The  Chair  will  now  recognize  the  representative  from  the  Com- 
munity for  Creative  Non-Violence  located  here  in  Washington,  DC. 
I  am  pleased  to  recognize  Ms.  Fennelly. 

STATEMENT  OF  CAROL  FENNELLY,  MEMBER,  COMMUNITY  FOR 
CREATIVE  NON-VIOLENCE,  WASHINGTON,  DC 

Ms.  Fennelly.  Thank  you  for  inviting  me  here  today. 

I  want  to,  before  I  begin  my  testimony,  Mr.  Chairman,  let  you 
know  something  about  the  heat  grates  which  are  not  particularly 
great  places  for  people  to  live,  but  they  are  life  and  death  for  many 
people  every  winter  in  this  city.  They  are  being  fenced  off  so  that 
homeless  people  can't  use  them.  The  Justice  Department  has  just 
built  a  fence  around  the  heat  grate  at  11th  and  Constitution.  We 
sort  of  helped  them  redesign  that.  And  we  hope  that  if  you  have 
any  power  to  stop  the  Federal  Government  from  closing  off  these 
heat  grates — people  are  going  to  die  as  a  result  of  that. 

Over  the  last  decade  we  have  seen  a  redefinition  in  the  role  of 
Government.  Our  national  leaders  have  stopped  meeting  the  needs 
of  our  people  and  begun,  instead,  to  meet  the  greed  of  a  few.  This  is 
most  clearly  manifested  in  the  millions  of  people  who  have  been 
forced  to  destitution,  poverty,  and  homelessness  in  our  land.  To- 
night, as  we  all  rest  comfortably  in  our  beds,  3  million  of  our  citi- 
zens will  seek  shelter  in  abandoned  buildings,  cars,  doorways,  and 
emergency  shelters,  and  some  of  them  no  doubt  will  die. 

The  primary  factor  that  has  exploded  the  ranks  of  the  homeless 
is  the  merciless  cutting  of  housing  funds  during  the  last  10  years. 
As  the  number  of  homeless  grew  across  the  Nation,  the  Reagan  ad- 
ministration's response  was  to  further  slash  federally  assisted  hous- 
ing programs.  And  nearly  80  percent  of  the  housing  budget  has 
been  lost  in  the  last  decade.  Today,  only  25  percent  of  low-income 
households  live  in  subsidized  housing.  The  remaining  75  percent  of 
the  poor  are  left  to  compete  in  private  rental  markets  where  aver- 
age rental  costs  for  both  wealthy  and  poor  Americans  have  in- 
creased from  23  percent  to  30  percent  of  household  income. 

The  victims  are  the  most  vulnerable  among  us:  the  deinstitution- 
alized, the  victims  of  recession,  the  undertrained  increasingly 
pushed  out  of  jobs  by  high  tech  industry,  families,  the  disabled, 
those  on  fixed  incomes,  the  elderly,  the  disenfranchised,  the  dispos- 
sessed, our  third  world  America. 

These  3  million  are  only  the  tip  of  the  iceberg.  The  Neighborhood 
Reinvestment  Corporation  has  estimated  that  by  the  year  2003,  if 
current  housing  trends  continue,  we  will  have  18.7  million  home- 
less Americans.  India  does  not  have  that  many  homeless  people. 
And  let  me  tell  you  that  if  you  think  that  some  of  you  in  this  room 
today  will  not  be  among  the  18.7  million  people  homeless,  you  are 
sadly  mistaken.  We  are  the  richest,  most  technologically  advanced 
Nation  the  world  has  ever  seen.   We  can  create  life  in  plastic 
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dishes.  We  can  send  people  into  space.  We  can  create  weapons  of 
mass  destruction.  Yet,  we  cannot  house  our  people.  We  do  not  lack 
the  lumber  or  the  nails.  We  do  not  lack  the  labor  or  the  skills.  We 
only  lack  the  will  to  do  so. 

The  current  House  bill,  with  it's  prepayment  of  federally  subsi- 
dized mortgages  for  low-income  housing  units  provision,  will  go  a 
long  way  to  make  the  18.7  million  Americans  a  reality.  It  will 
threaten  housing  for  nearly  half  a  million  people,  most  of  them 
poor  and  elderly,  with  very  few  low  cost  rental  properties  available 
to  them.  Their  only  option  will  be  the  streets.  And  my  job,  just 
down  the  hill,  will  be  made  much  more  difficult. 

As  usual,  it  is  the  most  vulnerable  who  will  be  hurt  the  most. 
Since  this  committee's  concern  is  the  elderly,  I  will  speak  directly 
to  that  population.  Most,  if  not  all,  of  the  elderly  in  this  type  of 
housing  are  on  fixed  incomes.  They  will  not  be  able  to  absorb  rent 
increases  and  will,  therefore,  most  likely  be  the  first  to  be  evicted. 
They  will  also  be  the  least  likely  to  relocate  successfully  in  an  in- 
creasingly competitive  housing  market. 

For  many,  the  choice  is  already  between  a  roof  or  food.  I  know 
many  elderly  people  who  attend  senior  lunch  programs,  eat  only 
half  of  their  lunch  and  take  the  rest  home  for  dinner,  and  on  the 
weekends  they  don't  eat  at  all  because  the  lunch  programs  don't 
function  on  the  weekends. 

Health  care  also  suffers  and  escalates  when  a  person  lacks 
decent  housing.  I  am  director  of  medical  services  for  the  homeless 
at  the  shelter  that  we  operate  and  we  have  a  very  real  understand- 
ing of  that.  We  operate  a  32  bed  medical  infirmary.  And  while  the 
average  age  for  most  of  the  single  homeless  men  that  reside  at  2nd 
and  D  street  is  in  their  mid-twenties  to  early  thirties,  over  half  of 
the  patients  that  we  deal  with  in  the  medical  infirmary  are  age  50 
or  older. 

But  we  can't  look  just  at  the  financial  effect.  We  must  also  look 
at  the  human  cost,  and  Mr.  Coleman  spoke  to  that  a  little  bit.  The 
elderly  usually  have  longstanding  friendships  and  relationships  in 
their  neighborhoods  that  sustain  them.  They  are  much  more  em- 
bedded in  their  neighborhoods.  Study  after  study  has  recorded  the 
devastating  effect  of  relocation  of  these  usually  fragile  and  often 
insecure  people,  as  they  are  ripped  out  of  their  homes  and  environ- 
ments that  are  familiar  to  them.  Many  never  recover  and  often  die 
from  the  shock  and  the  loss. 

Even  the  threat  of  relocation  can  so  frighten  seniors  that  they  in 
some  cases  act  in  ways  that  threaten  their  safety  or  their  very 
lives.  Today  I  have  brought  a  friend  along  with  me.  He  is  1  of  30 
who  reside  with  us  at  2nd  and  D  Street.  He's  the  cremated  remains 
of  someone  I  should  say.  Most  of  those  30  people  died,  all  of  them 
died,  of  homelessness,  neglect,  hypothermia.  Many  of  them  had  no 
names,  or  at  least  no  one  knew  who  they  were  when  they  died. 

This  man,  however,  I  know.  His  name  was  Calvin  Williams.  And 
while  he  was  alive,  I  only  knew  him  as  "Pops."  Pops  was  a  resident 
of  our  shelter  in  1984  and  1985,  which  was  prior  to  the  renovation 
that  took  place  at  our  building,  and  during  the  time  that  we  were 
engaging  in  the  dialogue  with  the  Reagan  administration  about 
renovation  of  our  shelter. 
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Pops  was  an  elderly  man.  He  liked  to  sit  at  the  front  desk  of  our 
shelter  and  greet  people  when  they  came  in.  He  helped  people 
adjust.  He  did  intake  with  us.  He  was  our  own  self  appointed  wel- 
come wagon.  He  was  a  nice  man.  He  was  sweet.  His  smile  was 
sweet,  and  his  spirit  never  failed  in  spite  of  the  degrading  circum- 
stances in  which  he  had  to  live. 

On  December  24,  1985,  C.  MacLain  Haddow,  who  was  the  former 
chief  of  staff  under  Margaret  Heckler  at  the  Department  of 
Human  Services,  announced  that  we  would  be  evicted  from  our 
shelter.  He  also  threatened  to  bring  in  troops  and  promised  casual- 
ties in  the  process. 

In  spite  of  repeated  promises  from  us  that  this  would  not 
happen.  Pops  became  very  frightened,  and  he  became  so  frightened 
that  he  left.  We  searched  for  him  in  vain.  We  were  concerned  be- 
cause the  temperatures  were  very  cold,  but  we  couldn't  find  him. 
We  prayed  that  he  would  be  finding  some  place  to  stay  that  night. 
But  shortly  after  6  a.m.  on  December  26,  the  following  day.  Pops 
was  found  frozen  to  death  at  a  bus  stop  on  New  York  Avenue  and 
North  Capital  Street. 

This  one  piece  of  legislation,  just  a  few  paragraphs  of  text,  could 
have  the  force  of  evicting  many  more  people  like  Pops. 

Before  I  close,  I  want  to  read  from  the  death  certificate  of  Calvin 
Williams:  His  name  was  Calvin  Williams.  He  died  December  26, 
1985.  His  body  was  found  at  6:50  a.m.  He  was  black.  It  was  un- 
known whether  he  was  married,  date  of  birth  unknown,  age  un- 
known, street  address  unknown,  occupation  unknown,  kind  of  busi- 
ness or  industry  unknown,  birthplace  unknown,  father's  name  un- 
known, mother's  name  unknown,  name  of  surviving  spouse  un- 
known. Social  Security  number  unknown. 

We  have  spy  satellites  that  roam  around  the  world  spying  on  ev- 
erybody, telling  us  information  about  everybody  in  the  world  and 
yet  we  don't  know  anything  about  this  man  who  died.  He  is  un- 
known. It  says  something  about  our  priorities. 

I  have  come  here  today  to  ask  this  committee,  this  Congress,  to 
begin  to  find  the  moral  courage  to  turn  this  disaster  around.  How 
many  people  do  we  have  to  scrape  off  our  sidewalks  before  Govern- 
ment begins  to  respond  to  the  legitimate  needs  of  its  people,  in- 
stead of  the  illegitimate  greed  of  big  business?  When  will  the 
bottom  line  in  this  country  become  compassion  and  justice  instead 
of  the  almighty  dollar?  And,  finally,  what  will  history  say  about 
America  in  1990  that  we  have  allowed  our  most  vulnerable  citizens 
to  live  and  die  and  languish  on  our  streets?  Thank  you. 

The  Chairman.  Thank  you,  Ms.  Fennelly. 

One  of  the  witnesses  that  was  to  appear  before  this  committee 
this  morning  was  a  mayor  of  one  of  our  great  cities,  the  Mayor  of 
the  City  of  New  York.  Because  of  problems  that  he  has  in  his  great 
city,  he  called  just  yesterday  and  said  that  he  would  not  be  able  to 
be  here,  but  that  his  commissioner  on  housing  would  be  present.  I 
am  very  pleased  to  welcome  Ms.  Michetti,  the  Commissioner  of 
Housing  Preservation  and  Development  for  the  City  of  New  York, 
and  ask  her  to  proceed  in  any  manner  that  she  may  desire. 
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STATEMENT  OF  FELICE  MICHETTI,  COMMISSIONER,  NEW  YORK 
CITY  DEPARTMENT  OF  HOUSING  PRESERVATION  AND  DEVEL- 
OPMENT 

Ms.  MiCHETTi.  Thank  you,  Mr.  Chairman  and  members  of  the 
Select  Committee,  for  inviting  me  today  to  speak  about  the  issue  of 
prepayment  of  Federally  subsidized  mortgages  which  could  result 
in  the  loss  of  hundreds  of  thousands  of  affordable  housing  units  na- 
tionwide. The  collapse  of  this  network  of  subsidized  housing  will 
disrupt  the  lives  of  countless  needy  Americans,  many  of  whom  will 
have  no  place  to  go  but  the  streets.  In  light  of  the  urgency  of  this 
issue,  I  am  delighted  to  have  an  opportunity  to  participate  in  a 
forum  such  as  this  to  address  these  matters,  especially  as  they 
relate  to  the  elderly,  an  exceptionally  vulnerable  population. 

I  believe  it  is  essential  that  Congress  take  strong  and  unequivo- 
cal action  to  ensure  that  this  stock  of  assisted  housing  remains  af- 
fordable to  low-income  households.  All  too  often,  the  issues  of  af- 
fordable housing  and  homelessness  are  left  to  State  and  local  gov- 
ernments to  resolve  alone.  However,  as  this  hearing  will  attest, 
these  are  national  problems  that  require  the  cooperation  of  Feder- 
al, State,  and  local  governments.  I  am  pleased  that  our  representa- 
tives in  Washington  are  once  again  coming  to  the  forefront  to  con- 
sider the  problems  of  affordable  housing  and  to  reaffirm  their  50 
year  commitment  to  assuring  safe,  decent,  and  affordable  housing 
for  every  American  family. 

As  you  note  in  your  invitation,  the  prepayment  of  subsidized 
mortgages  is  extremely  important  for  the  thousands  of  elderly 
households  who  are  currently  living  in  these  projects,  and  who 
could  be  displaced  if  proper  protections  are  not  put  in  place.  As  the 
housing  commissioner  for  the  City  of  New  York,  I  am  concerned 
about  every  individual  in  every  household  in  need  of  a  decent  place 
to  live.  However,  for  the  elderly,  it  can  be  argued  that  the  lack  of 
affordable  housing  takes  on  an  even  greater  importance.  Many  el- 
derly tenants  are  on  fixed  incomes  and  lack  the  flexibility  to  pay 
increased  rents.  Others  are  frail  and  unable  to  get  around  easily. 
In  any  housing  market,  a  senior  citizen  with  reduced  mobility  faces 
a  difficult  search  for  housing.  But  in  tight  housing  markets  such  as 
New  York  City's,  finding  an  apartment  is  an  even  greater  chal- 
lenge. 

While  this  is  not  the  forum  to  discuss  these  other  issues,  I  would 
at  least  like  to  stress  the  importance  of  ensuring  that  a  sound  con- 
ference agreement  is  obtained  and  that  a  comprehensive  housing 
authorization  bill  is  subsequently  passed  by  both  houses  and  signed 
into  law.  Such  a  bill  would  represent  the  first  significant  housing 
initiative  in  more  than  a  decade,  and  I  encourage  all  of  the  mem- 
bers of  this  committee  to  support  it. 

With  regard  to  the  reason  why  we  are  here  today,  the  impending 
prepayment  of  federally  assisted  mortgages,  I  would  like  to  see  the 
strongest  possible  legislation  to  preserve  the  greatest  number  of 
federally  assisted  units.  Maintaining  these  units  is  especially  criti- 
cal in  light  of  the  very  low  incomes  of  the  majority  of  tenants  resid- 
ing in  federally  assisted  housing.  Originally,  the  target  population 
of  Section  221(D)(3)  and  Section  236  programs  was  households  with 
incomes  below   85   percent   and   95   percent   of  the   area   median 
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income.  Now,  most  residents  of  this  housing  have  incomes  of  below 
80  percent  of  the  median,  and  nationwide  70  percent  of  the  resi- 
dents have  very  low  incomes,  defined  as  less  than  50  percent  of  the 
area  median. 

The  magnitude  of  the  problem  nationwide  is  shocking.  About 
300,000  units  of  federally  assisted  housing  will  be  eligible  to  have 
their  mortgages  prepaid  in  the  next  15  years,  and  many  will  be  eli- 
gible within  the  next  5  years. 

Unless  we  act  swiftly  to  prevent  the  prepayment  of  federally  as- 
sisted mortgages,  thousands  of  owners  will  be  allowed  to  convert 
their  properties  to  market  rate  uses,  including  high  priced  apart- 
ments and  condominiums.  As  a  result,  thousands  of  low-income 
families  could  be  forced  to  pay  excessive  portions  of  their  income  to 
rent,  or  worse  yet  they  could  lose  their  homes. 

Besides  the  immediate  hardship  faced  by  the  families  involved, 
the  loss  of  these  units  as  low-income  resources  would  also  have 
larger  implications.  In  the  past,  many  of  these  properties  have 
turned  over  and  housed  new  low-income  families  each  year.  With 
the  loss  of  this  resource,  these  families  will  have  to  find  homes 
elsewhere.  This  effect  will  be  magnified  by  the  fact  that  we  have  so 
little  direct  assistance  from  the  Federal  Government  to  create  new 
housing. 

The  stakes  are  tremendous.  If  cities  such  as  New  York  cannot 
offer  reasonable,  affordable  housing,  our  workforce  will  dwindle 
and  the  engines  that  drive  our  Nation's  economy  will  stall. 

At  the  same  time,  thousands  of  new  homeless  would  spill  onto 
our  streets  and  into  our  crowded  shelter  system.  The  effects  on  our 
people,  from  our  youngest  to  our  oldest,  would  be  horrifying.  We 
face  not  only  a  potential  housing  crisis,  but  a  potential  social  crisis 
as  well.  In  New  York  City  alone,  there  are  about  220  projects  with 
over  53,000  housing  units  that  have  been  developed  with  assistance 
from  HUD  under  Federal  Sections  221(D)(3)  and  Section  236. 

Over  160  of  these  projects,  or  70  percent  of  all  those  in  the  city, 
were  developed  as  for-profit  housing.  Consequently,  over  46,000 
units  in  these  programs  are  vulnerable  to  mortgage  prepayment.  It 
is  safe  to  say  that  at  least  4,000  of  all  the  Section  221(D)(3)  and  Sec- 
tion 236  units  in  the  city  are  homes  to  elderly  residents.  It  is  con- 
ceivable, therefore,  that  up  to  10  percent  of  the  households  that 
could  be  displaced  by  mortgage  prepayment  are  elderly. 

To  put  it  simply,  the  loss  of  these  units  would  be  a  crushing  blow 
to  New  York's  housing  market,  and  to  our  elderly.  While  a  typical 
healthy  housing  market  has  a  vacancy  rate  of  about  5  percent. 
New  York's  market  has  a  rate  of  about  2.5  percent.  For  apartments 
renting  for  less  than  $300  per  month,  the  vacancy  rate  is  only  1 
percent. 

Since  they  are  generally  on  fixed  incomes,  the  poor  elderly  as  a 
group  are  affected  by  even  subtler  changes  in  the  economy.  The  el- 
derly, as  a  whole,  are  especially  hard  hit  by  the  scarcity  of  afford- 
able housing  since  they  are  disproportionately  low  income.  Of  the 
roughly  316,000  households  eligible  to  receive  Section  8  assistance 
in  New  York  City  under  the  50  percent  of  median  very  low-income 
eligibility  standard,  fully  25  percent  are  elderly  households. 

In  New  York  City  we  are  doing  everything  we  can  to  produce 
and  provide  housing  for  low  and  moderate  income  households.  Just 
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10  years  ago,  our  focus  was  primarily  housing  preservation,  not 
production,  which  was  historically  the  Federal  Government's  role. 
Now,  however,  we  are  committing  more  local  revenue  to  housing 
production  and  development  than  the  next  50  largest  cities  com- 
bined. Over  10  years,  we  will  be  spending  $5.1  billion  on  housing. 
But  our  resources  are  not  unlimited.  While  we  have  been  produc- 
ing roughly  10,000  new  affordable  units  a  year,  we  could  easily  lose 
that  many  units  and  more  if  the  existing  stock  is  converted  to 
market  rate  housing. 

Even  in  the  best  of  times,  we  depend  upon  federally  assisted 
housing  to  meet  our  needs.  Unfortunately,  the  Federal  Government 
has  withdrawn  this  support,  as  illustrated  by  the  devastating  75 
percent  cut  in  funds  for  low-income  housing  which  were  enacted 
over  the  past  10  years.  Now,  with  the  complex  array  of  problems 
that  now  face  our  city,  crack  and  crime,  teenage  pregnancy,  hunger 
and  homelessness,  and  a  regional  economic  downturn,  we  simply 
cannot  afford  to  pick  up  more  of  the  burden. 

That  is  why  it  is  so  important  that  a  strong  agreement  is  reached 
on  this  legislation.  New  York  City  and  the  Nation  need  the  strong- 
est possible  legislation  to  preserve  the  greatest  possible  number  of 
assisted  units. 

This  is  not  a  question  of  politics,  or  of  political  philosophy;  it's  a 
matter  of  human  decency,  of  our  willingness  to  meet  our  obliga- 
tions to  those  who  are  most  vulnerable. 

As  Congress  frames  new  legislation,  you  must  not  decrease  your 
support  for  tenants  already  living  in  subsidized  housing.  Just  as 
the  administration  has  made  a  commitment  to  renewing  every  ex- 
piring Section  8  certificate  and  voucher,  it  must  also  make  it  a  pri- 
ority to  preserve  the  hundreds  of  thousands  of  subsidized  units  na- 
tionwide that  are  in  danger  of  market  rate  conversion.  We  must 
make  certain  that  this  assistance  is  incremental  and  is  not  simply 
taking  away  from  programs  for  other  needy  families. 

Both  the  House  and  the  Senate  versions  of  the  Omnibus  Housing 
bill  offer  creative  incentives  for  owners  eligible  to  prepay  their  fed- 
erally assisted  mortgages  in  order  to  keep  them  in  the  program. 

The  House  bill  will  provide  for  increased  rent  under  Section  8 
contracts,  additional  Section  8  certificates  for  specific  buildings,  fi- 
nancing of  capital  improvements  and  an  increase  in  the  amount 
tenants  will  pay  toward  rent.  The  Senate  bill  provides  a  package  of 
subsidies,  including  an  increase  in  rents  under  Section  8  contracts 
and  low  interest  financing  for  capital  improvements,  which  will 
guarantee  that  the  owner  will  receive  an  annual  8  percent  return 
on  equity. 

The  Senate  bill,  however,  also  takes  the  additional  step  of  re- 
stricting the  rights  of  owners  to  convert  their  property.  It  requires 
owners  to  file  a  notice  of  their  intention  to  prepay,  which  must  be 
approved  by  HUD,  to  ensure  that  there  will  be  no  hardship  to  cur- 
rent tenants,  and  no  adverse  affects  on  the  housing  market.  In  con- 
trast, the  House  bill  would  allow  owners  to  decline  all  HUD  incen- 
tives, and  prepay  without  HUD's  approval,  thus  offering  no  real 
protection. 

I,  therefore,  urge  that  the  Senate  provisions  on  prepayment  be 
adopted.  The  House  bill  could  result  in  an  unconscionable  reduc- 
tion in  affordable  housing,  and  a  surge  in  our  homeless  population. 
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Over  50  years  ago,  the  Federal  Government  took  on  the  obliga- 
tion of  ensuring  that  the  Nation's  most  needy  citizens  were  well 
housed.  As  we  approach  the  21st  century,  it  is  clear  that  we  still 
have  a  way  to  go  toward  fulfilling  this  obligation.  I  applaud  the  bi- 
partisan efforts  of  the  Congress  and  the  administration  to  once 
again  bring  the  question  of  affordable  housing  to  the  top  of  the 
country's  list  of  priorities. 

I'd  be  happy  to  answer  your  questions. 

Supplemental  material  submitted  by  Ms.  Michetti  follows:] 
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The   City  of   New  York 

Office  of  the   Mayor 

New  York,  N.Y.  iooo7 


September  26,  1990 

Honorable  Edward  R.  Roybal 

Chairman 

Select  Committee  on  Aging 

Washington,  D.C.    20515 

Dear  Mr.  Chairman: 

Onbehalf  of  the  citizens  of  New  York  City,  I  commend  you  for  your  leadership  in  drawing 
attention  to  the  serious  housing  needs  of  the  elderly,  particularly  the  elderly  poor.  Their 
struggle  to  obtain  or  in  most  cases  remain  in  decent,  affordable  housing  is  escalated  by  the 
threat  of  prepayment  of  federally  subsidized  mortgages  which  could  result  in  the  loss  of 
hundreds  of  thousands  of  affordable  housing  units  nationwide.  As  many  as  one- fourth  of 
these  units  are  occupied  by  elderly  residents. 

In  New  York  City,  about  220  projects  with  over  53,000  housing  units  have  been  developed 

1  with  HUD  assistance  under  the  Section  221  (d)(3)  and  Section  236  program.  Of  these,  at  least 

4,000  are  homes  to  elderly  residents.    The  loss  of  these  affordable  housing  units  would  be 

detrimental  to  our  local  housing  market  and  devastating  for  the  City's  elderly,  who  are 

especially  vulnerable  to  market  changes  due  to  their  fixed  incomes. 

I  believe  your  hearing  was  extremely  helpful  in  highlighting  the  need  to  preserve  this 
valuable  housing  resource,  and  I  am  sorry  that  I  was  unable  to  attend  personally.  However, 
I  am  sure  that  the  City  was  well  represented  by  Commissioner  Felice  Michetti,  and  I  am 
pleased  that  you  are  including  her  remarks  in  your  published  account  of  the  proceeding. 

I  As  a  result  of  the  federal  withdrawal  of  housing  support.  New  York  City  has  been 
compelled  to  dedicate  more  local  funds  to  housing.  Presently,  we  have  committed  more  local 
revenue  to  housing  production  and  development  than  the  next  50  largest  cities  combined. 
Yet,  we  depend  on  federally-assisted  housing  units  to  meet  our  needs.  We  cannot  afford  the 
potential  loss  of  this  invaluable  resource. 

Congress,  in  the  debate  on  new  federal  housing  policy,  must  address  the  dilemma  of  the 
federally  subsidized  mortgages.  Both  House  and  Senate  bills  offer  creative  incentives  for 
owners  who  are  eligible  to  prepay  their  mortgages  to  continue  participation  in  the  program. 
However,  the  Senate  bill  offers  the  strongest  response  by  restricting  the  rights  of  owners  to 
convert  their  property. 
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I  urge  Congress  to  adopt  the  Senate  bill  with  its  restrictions  on  prepayment  of  federally- 
subsidized  mortgages.  We  cannot  turn  our  backs  on  those  who  are  most  vulnerable.  We  must 
make  the  right  choice  by  protecting  our  valuable  resource:   safe  and  decent  housing. 


Sincerely, 


David  N.  Dinkins 
MAYOR 


DND/jc 
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The  Chairman.  Thank  you,  Ms.  Michetti. 

What  I  would  Hke  to  do  is  start  with  maybe  one  question  to  each 
one  of  you,  and  then  yield  to  my  colleagues. 

But  what  comes  immediately  to  mind,  is  the  fact  that  there  is  a 
conference  between  the  House  and  the  Senate.  It  is  a  good  possibili- 
ty, as  happens  on  many  occasions,  that  the  conferees  will  adopt  one 
bill  or  the  other,  either  the  House  version  or  the  Senate  version.  I 
ask  you  Ms.  Johnson,  if  that  occurs,  what  do  you  recommend  to  be 
the  best?  The  House  version,  the  Senate  version,  or  a  combination 
of  the  two? 

Ms.  Johnson.  I'd  be  glad  to  give  you  my  personal  opinion  on 
that,  but  I  must  say  quite  clearly  that  the  Board  of  Directors  of  the 
National  Housing  Trust,  which  is  comprised  of  tenant  advocates 
and  industry  representatives,  are  not  of  one  mind  and  do  not  have 
an  official  opinion  on  this,  so  I'm  speaking  personally  only. 

I  think  that  the  Senate  bill  provides  the  proper  framework.  It 
represents  the  best  balancing  of  interest  and  is  grounded  in  the 
thorough  scholarship  of  the  financial  tax  and  regulatory  aspects  of 
this  type  of  housing.  And  I  think  that  that  is  the  starting  point. 
Yes,  there  are  a  few  provisions  in  the  House  bill  that  I  think 
should  be  incorporated  in  the  fmal  product,  such  as  the  proposed 
sanctions  for  owners  who  receive  these  valuable  incentives  and 
then  don't  perform;  take  the  incentives  and  don't  maintain  and 
repair  the  housing.  That's  a  good  addition.  But,  by  and  large,  I 
think  that  the  Senate  framework  should  be  followed  and  that's  my 
position. 

The  Chairman.  Ms.  Michetti,  do  you  agree  with  Ms.  Johnson  at 
this  point? 

Ms.  Michetti.  Yes,  we  do.  The  City  of  New  York  takes  the  posi- 
tion that  while  we  believe  that  there  are  positive  elements  to  both, 
we  also  lean  towards  the  Senate  version. 

The  Chairman.  We  can  assume  then  that  the  official  position  of 
the  City  of  New  York  favors  the  Senate  version  of  the  bill. 

Ms.  MiTCHETTi.  Yes,  that  is  correct. 

The  Chairman.  Mr.  Coleman,  you  told  the  committee  that  you 
pay  at  least  30  percent  of  your  income,  but  you  didn't  tell  us  how 
much  you  pay.  Now  just  tell  us  how  much  you  pay  and  then  we 
can  figure  what  your  income  is  from  there. 

Mr.  Coleman.  Okay.  Right  now,  my  present  rental  is  $268  per 
month. 

The  Chairman.  Okay.  $268  per  month,  and  that  is  all  that  you 
can  afford.  Now  if  what  they  are  planning  to  do  now  actually  hap- 
pens, you  will  not  be  able  to  pay  any  more  than  that.  Therefore, 
you  will  be  evicted.  When  that  happens,  then  you  find  that  there  is 
no  available  housing  any  place,  your  question  is.  What  am  I  going 
to  do,  what  is  going  to  happen?  Is  that  correct? 

Mr.  Coleman.  Yes,  sir. 

The  Chairman.  So  the  real  problem,  then,  is  the  lack  of  afford- 
able housing  in  general.  I'm  going  to  come  back  to  you  later  and 
ask  you  what  you  think  we  should  be  doing,  but  I  would  like  very 
briefly  to  go  to  Ms.  Fennelly. 

The  testimony  you  present  to  this  committee  is  very  touching, 
very  sad,  but  I  think  the  saddest  part  of  your  testimony,  while  it 
could  have  been  Pops,  was  not.  The  saddest  thing  to  me  was  when 
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you  asked  this  committee,  "please  don't  shut  down  the  heat 
grates."  Now  in  a  country  such  as  ours,  for  people  to  be  pleading 
with  the  committee,  "don't  shut  down  those  grates,"  I  think  that  is 
about  the  saddest  statement  I  have  heard  today,  which  means 
there  is  a  complete  disregard  for  people  who  find  it  necessary  to 
use  those  grates.  All  over  the  country,  not  only  here  in  Washing- 
ton, DC,  people  are  forced  to  sleep  on  grates  for  warmth. 

And  then  comes  the  fact  that  "Pops"  who  you  were  talking  about 
can  be  found  in  almost  every  city  in  this  Nation.  Those  two  things 
combined,  to  me,  represent  a  sad  state  of  affairs  in  this  Nation. 
And  still  there  are  people  in  this  country,  in  high  places,  who  say 
that  people  are  homeless  because  they  want  to  be  homeless.  They 
have  a  vastly  different  opinion  on  the  situation. 

But  I  want  to  come  back  and  ask  you  what  you  think  should  be 
adopted,  the  Senate  version  or  the  House  version? 

Ms.  Fennelly.  Well,  my  technical  expertise  is  less  refined  than 
my  personal  experience.  Surprisingly,  we  usually  look  to  the  House 
for  the  more  progressive  legislation  than  to  the  Senate,  but  the 
Senate  bill  appears  to  be  a  much  better  bill. 

The  Chairman.  All  right,  I  think  we  have  established  the  fact 
that,  while  there  are  some  good  features  in  the  House  bill,  there 
are  better  and  broader  features  in  the  Senate  bill.  And  it  would  be 
proper,  then,  that  this  committee  recommend  to  the  conferees  that 
they  adopt  the  best  features  of  both,  most  of  which  can  be  found  in 
the  Senate  bill. 

Now  if  strong  language  like  in  the  Senate  version  is  adopted,  will 
a  problem  like  Mr.  Colemans,  for  example,  and  other  people  who 
are  facing  displacement  be  solved? 

Ms.  Fennelly.  The  problem  of  homelessness  and  the  lack  of  af- 
fordable housing  is  not  going  to  be  solved  until  we  begin  to  serious- 
ly come  to  grips  with  the  fact  that  our  priorities  are  out  of  whack; 
that  we  have  a  moral  crisis  in  our  Nation;  that  we  have  allowed 
the  priorities  of  a  few  to  outweigh  the  critical  needs  of  many. 

The  Chairman.  Well,  this  goes  back  to  the  question  I  asked  Mr. 
Coleman.  While  the  passage  of  the  bill  as  outlined  in  both  Cham- 
bers will  solve  perhaps  an  immediate  problem,  it  will  not  solve  the 
problem  of  the  lack  of  affordable  housing,  which  is  what  Mr.  Cole- 
man's testimony  alluded  to:  "where  will  I  go  if  I'm  kicked  out  of 
my  apartment?  I  cannot  afford  to  pay  more  than  $268  per  month." 

We  have  then,  a  tremendous  responsibility,  do  we  not,  to  advo- 
cate that  the  conferees'  attention  be  drawn  to  this  problem,  and 
that  future  legislation  confront  the  need  for  more  affordable  hous- 
ing to  be  built  in  this  Nation?  Do  you  agree? 

Ms.  Fennelly.  I  agree,  absolutely,  and  I  think  again  we  are  talk- 
ing about  priorities.  We  hear  repeatedly  that  there  is  not  enough 
money  for  a  decent  housing  bill,  and  yet  we  find  money  for  what- 
ever we  need  to  find  money  for.  If  we  find  that  the  S&L  lobby  is 
strong,  we  give  them  $500  billion.  If  we  find  that  we  need  to  pro- 
tect our  oil  interests  in  the  Middle  East,  then  we  find  the  money  to 
protect  our  oil  interest.  We  find  money  for  whoever  we  want  to 
find  money  for.  The  truth  is  that  homeless  poor  people  quite  often 
don't  vote,  they  don't  fund  campaigns,  they  don't  consume,  and 
they  don't  count,  and  so  they  are  not  listened  to. 

The  Chairman.  Thank  you. 
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The  Chair  now  recognizes  Mr.  Downey. 

Mr.  Downey.  Thank  you,  Mr.  Chairman. 

Ms.  Fennelly,  I  also  found  your  testimony  to  be  very  moving  and 
very  disturbing.  Is  it  fair  to  assume  that  the  number  of  homeless 
people,  from  your  perspective,  is  on  the  increase,  and  not  on  the 
decrease? 

Ms.  Fennelly.  It's  not  just  my  perspective;  it's  the  Conference  of 
Mayors;  it's  the  Council  of  Governments;  it's  the  American  Psychi- 
atric Association;  it's  the  National  Coalition  for  the  Homeless.  It's 
everybody  who  has  any  encounter  with  the  issue  who  understands 
that  it  is  increasing  at  astronomical  proportions  right  now. 

Mr.  Downey.  And  the  simple  response  is  that  if  we  provide  more 
money  to  increase  the  housing  stock,  we  would  have  fewer  home- 
less people? 

Ms.  Fennelly.  Well,  the  fastest  growing  group  among  the  home- 
less population  is  families  with  children,  and  that  is  primarily  as  a 
result  of  the  80  percent  cut  in  the  housing  budget.  Every  homeless 
person,  no  matter  how  they  ended  up  homeless,  whether  it  was 
through  mental  illness,  loss  of  job,  lack  of  affordable  housing,  ev- 
erybody lacks  affordable  housing.  That  housing  needs  to  take  dif- 
ferent shapes  and  forms.  For  the  elderly,  it  looks  different  than  for 
the  mentally  ill,  than  for  the  single  mother  with  children.  It  is  the 
whole  picture  we  need  to  look  at,  and  again  raise  the  question  of 
national  priorities  and  where  we  choose  to  put  our  energy  and 
where  we  choose  to  put  our  will. 

Mr.  Downey.  It  seems  almost  absurd  that  we  would  allow  this 
prepayment  to  take  effect,  given  all  of  the  crises  that  currently 
exist.  It's  rubbing  salt  into  an  already  festering  wound. 

Ms.  Johnson,  the  owners  who  have  been  promised  this  prepay- 
ment feel  that  their  right  to  prepay  has  its  basis  in  a  contractual 
arrangement  that  they  have  with  the  Federal  Government  and 
which  they  also  feel  needs  to  be  upheld.  What  is  your  response  to 
that  argument  that  they  make? 

Ms.  Johnson.  I  think  that  that  position  can  be  answered  on  a 
number  of  levels.  Yes,  there  is  boilerplate  language  in  a  form  con- 
tract that  provides  an  opportunity  to  prepay  without  HUD's  prior 
approval.  It  is  not  a  "bargain-for"  term,  which  is  very  important  as 
a  matter  of  law  and  fairness.  There  was  no  independent  consider- 
ation paid  for  it,  and  it  is  not  in  the  statute.  And  the  courts  are 
very  clear  that  every  contract  between  the  Federal  Government, 
between  a  public  agency  or  private  sector,  carries  with  it  the  pros- 
pect that  because  of  changed  events,  that  Congress  may  adjust  that 
contractual  relationship.  And  that  is  really  what  we  are  talking 
about  here,  and  that  is  an  adjustment. 

I  think  it's  hard  to  know  what's  fair  and  what  is  a  proper  balanc- 
ing of  interest,  unless  one  is  conversant  with  the  history  of  the  pro- 
grams and  what  the  owners  have  received.  The  legality  is  that  the 
relationship  between  public  and  private  sector  with  respect  to  this 
housing  has  changed  over  time.  When  owners  got  in  trouble,  Con- 
gress came  through  with  more  money.  When  utility  costs  went 
through  the  ceiling,  the  Feds  were  there  because  it  was  a  public/ 
private  partnership.  All  of  the  adjustments  that  have  been  made  to 
the  relationship  over  the  life  of  the  programs  have  been  in  the 
owner's  favor.  Many  of  them  would  not  be  here  today  asking  to 
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prepay,  they  would  have  defaulted  and  been  foreclosed  upon  and 
lost  their  property  long  ago,  had  the  Federal  Government  not  come 
in  to  bail  them  out. 

Here  the  public  interest  is  asking  the  owner  for  an  adjustment 
for  the  first  time,  and  I  think  that  that  is  the  proper  way  to  view 
it.  I  think  if  Congress  restricted  the  right  to  prepay  and  did  not 
provide  compensating  incentives,  that  that  would  not  be  fair,  but  I 
think  that  providing  incentives  that  make  the  owner  receive  a  very 
advantageous  rate  of  return  with  no  risks  is  certainly  within  the 
scope  of  this  Congress'  discretion. 

Mr.  Downey.  Representative  Kennedy  made  the  point  that  this 
has  been  a  fairly  good  investment  for  these  individuals.  You  seem 
to  be  suggesting  that  it  may  not  have  been  such  a  good  investment, 
that  changing  costs  over  the  last  couple  of  years  has  required  addi- 
tional Federal  help  to  keep  them  afloat. 

Ms.  Johnson.  Well,  it's  very  difficult  to  generalize.  You  have  to 
look  at  the  tax  position  of  the  property.  Is  this  the  original  owner, 
or  is  this  an  owner  that  came  in  and  bought  the  property  and  took 
the  very  favorable  accelerated  depreciation  benefits  provided  by 
the  1981  act  for  existing  low-income  housing? 

In  order  to  determine  what  benefits  have  been  received,  you 
really  require  an  individualized  determination.  But,  yes,  there  have 
been  developments,  such  as  when  utility  costs  went  through  the 
ceiling,  as  they  might  again,  that  caused  a  short-term  problem  for 
these  owners,  and  their  problem  was  relieved  through  the  provision 
of  flexible  subsidy  or  the  creation  of  the  Section  8  Loan  Manage- 
ment Program.  Programmatic  tools  were  developed  to  address 
problems,  some  of  which  stemmed  from  general  development  in  the 
economy  as  a  whole. 

Mr.  Downey.  Ms.  Michetti,  would  that,  what  Ms.  Johnson  said, 
apply  pretty  much  for  New  York  City? 

Ms.  Michetti.  Yes,  we  do  agree  with  that.  For  us,  it  is  basically 
balancing  the  needs  and  balancing  the  equities.  And  I  think  that 
the  point  that  was  made  before  was  that  during  the  ownership  his- 
tory of  the  projects,  when  the  situation  arose  on  behalf  of  the 
owners  to  take  into  account  their  needs,  there  were  various  incen- 
tives that  were  arranged  for  them  to  do  that. 

I  think  that  the  issue  for  us  now  is  quite  simple.  Owners  have 
not  lost  money  on  the  projects.  They  have  been  assisted  throughout 
the  life  of  the  project — some  taking  advantage  of  the  tax  benefits, 
some  taking  advantage  of  various  different  subsidy  approaches. 
The  issue  now  is  that  in  the  context  of  housing  need  and  housing 
equity,  in  terms  of  the  tenants  that  are  in  the  projects,  and  in  the 
context  of  the  supply  of  low-income  housing,  we  believe  that  from 
our  perspective  a  package  can  be  developed  that  will  yet  again  take 
into  account  their  needs,  but  also  take  into  account  the  tenants' 
needs  and  basically  everybody's  equities. 

Mr.  Downey.  It  would  be  pretty  hard  for  you  to  explain  to  some 
of  your  tenant  friends,  Mr.  Coleman,  would  it  not,  that  they  have 
to  be  evicted  because  the  promise  was  made  to  the  owners  of  these 
buildings,  who  profited  mightily  over  the  years,  that  a  contractual 
arrangement  exists  and  we  can't  renege  on  it,  and  therefore  they 
have  to  find  someplace  else  to  live? 
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Mr.  Coleman.  That's  true,  sir.  I  would  like  to  say  also  that  prob- 
ably 50  percent  of  the  people  are  not  fully  aware  of  prepayment. 
What  they  were  really  aware  of  was  the  56  percent  rent  increase. 
We  received  a  14.8  rent  increase,  which  I  did  not  tell  the  Chair- 
man, as  of  October  1. 

But,  as  far  as  people  being  aware  of  prepayment,  in  my  experi- 
ence dealing  with  the  people,  I  would  say  50  percent  of  them  are 
not  aware  of  the  impact  it  is  going  to  have  on  them. 

Mr.  Downey.  One  of  the  stipulations  of  the  Senate  bill,  as  I  un- 
derstand it,  is  that  a  first  offer  must  be  made  to  the  existing  ten- 
ants to  purchase  their  homes  or  to  get  together  and  purchase  the 
building. 

Mr.  Coleman.  Yes,  somewhat. 

Mr.  Downey.  Is  that  a  realistic  offer?  I  mean  I  could  also  offer 
you  the  Trump  shuttle;  it's  up  for  sale  now  too. 

Mr.  Coleman.  It's  my  personal  opinion,  but  I  don't  think  that's 
realistic,  because  the  majority  of  the  people  are  not  interested  in 
owning;  they  just  want  to  rent.  They  cannot  afford  to  own.  They 
are  only  interested  in  existing  and  living  their  life  out  as  paying 
renters. 

Mr.  Downey.  Did  you  want  to  say  something  Ms.  Johnson? 

Ms.  Johnson.  Yes,  thank  you.  Both  the  House  and  Senate  bills 
have  a  heavy  homeownership  component  to  them  in  the  prepay- 
ment area,  which  is  coming  from  Secretary  Kemp's  initiative,  that 
the  way  to  resolve  this  at-risk  housing  problem  is  to  make  every- 
one homeowners.  I  think  that  idea  warrants  further  reflection  on 
the  contents  of  elderly  households.  Many  of  the  residents  are 
people  who  owned  homes  all  their  lives  and  then  they  want  to 
retire  and  become  renters,  and  they  just  don't  desire  to  have  the 
burdens  of  home  ownership. 

So  I  would  be  very  leery,  particularly  in  an  approach  that  said, 
"You  tenant,  have  a  choice.  You  can  be  put  out  on  the  street  or 
you  can  become  a  homeowner.  Now  which  one  would  you  prefer?" 
And  that's  a  concern. 

Mr.  Downey.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Downey. 

The  Chair  recognizes  Ms.  Lloyd. 

Ms.  Lloyd.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  congratulate  all  of  our  witnesses  for  excellent  testimo- 
ny. Ms.  Fennelly,  I  read  your  testimony.  I  had  to  go  up  to  another 
hearing,  but  it  certainly  is  very  disturbing,  and  we  as  a  Congress 
and  a  Nation  are  writing  our  own  indictments  if  we  allow  this  situ- 
ation to  occur.  We  have  a  responsibility  not  only  to  be  good  neigh- 
bors, but  to  take  care  of  those  who  are  less  fortunate  than  we  are. 

It  seems  to  me  that  where  you  live,  your  place,  is  basic  to  your 
security  as  an  individual,  and  especially  to  those  who  have  reached 
their  retirement  years  and  may  not  have  the  ability  to  go  out  and 
develop  new  goals  and  objectives.  The  fear  of  loss,  we  have  seen 
this,  Mr.  Chairman,  when  so  many  seniors  come  to  us  and  say, 
we're  afraid  there  is  going  to  be  a  cutback  in  Social  Security.  This 
is  the  same  fear  that  I  see  when  they  are  losing  the  place  where 
they  are  secure  in  their  own  environment.  And  certainly  it  is  very 
damaging.  I  think  it  could  be  more  traumatic  than  the  actual  loss 
it  would  inflict  on  the  individual. 
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Ms.  Fennelly,  I  missed  your  statement,  as  I  said  earlier.  Do  you 
feel  that  if  this  condition  continues  that  there  will  be  more  situa- 
tions like  Pops?  Do  you  feel  there  will  be  more  and  more  people 
who  will  do  away  with  their  lives  because  of  the  fear  of  being 
homeless? 

Ms.  Fennelly.  Pops  didn't  choose  to  do  away  with  his  life.  He 
was  afraid,  and  so  he  left  the  place  that  made  him  afraid.  He  didn't 
die  by  accident;  he  died  by  program. 

Ms.  Lloyd.  Do  you  feel  we  will  see  more  such  occurrences? 

Ms.  Fennelly.  Yes,  absolutely.  And  many  of  the  30  people  whose 
bodies  we  claim  are  elderly  people,  who  have  died  out  in  the 
streets.  Not  all  of  them  have  frozen  to  death;  some  have  just  died 
of  their  homelessness,  of  heart  failure.  I  have  one  man  who  starved 
to  death,  an  elderly  man  who  starved  to  death  on  the  grounds  of 
Georgetown  Hospital. 

Yes,  we  are  going  to  see  more  and  more  bodies  and  the  room  that 
I  keep  Mr.  Williams  in  will  be  full. 

Ms.  Lloyd.  More  and  more,  they  are  going  to  die  because  of  a 
lack  of  a  will  and  a  commitment  of  the  American  people  to  provide 
housing  for  those  in  need? 

Ms.  Fennelly.  Yes,  and,  as  I  said  earlier,  also  I  think  a  whole 
moral  crisis.  We  have  sanctified  greed  and  policy  and  program. 
And  until  we  begin  to  address  that  issue  of  priorities  in  our  Nation, 
we  will  see  more  and  more  people  like  Pops.  We  will  see  more  and 
more  people  like  Richard  Eumans,  who  starved  to  death.  We  will 
see  more  and  more  like  the  Jane  and  John  Does  who  also  sit  in  our 
case  of  people,  who  are  victims  of  a  lack  of  program. 

Ms.  Lloyd.  It  does  trouble  me  when  we  can  make  the  commit- 
ment to  foreign  aid  that  we've  made  as  a  Nation  and  we  have 
indeed  our  own  third  world  America. 

Ms.  Fennelly.  Dick  Gregory  said  at  Mitch's  funeral  that  we 
have  this  big  spy  thing  going  around  the  world  spying  on  all  of  our 
enemies  and  yet  that  spy  thing  cannot  see  injustice  and  poverty  in 
our  own  land.  And  we  need  to  see  that.  We  need  to  open  our  eyes 
and  look  around  us,  because  it's  not  just  the  issue  of  affordable 
housing;  it's  not  just  an  issue  of  poor  people  and  elderly  and  disabled 
people;  it's  an  issue  of  the  middle  class  now.  And  it's  just  creeping 
up  the  economic  ladder.  It's  not  going  to  be  just  poor  people  who 
are  out  on  the  streets;  it's  going  to  be  people  who  are  sitting  in  this 
room  today  who  are  going  to  be  homeless  by  the  end  of  this  decade. 

Ms.  Lloyd.  I'd  like  you  to  comment  on  the  McKinney  Act.  That's 
really  just  a  drop  in  the  bucket,  isn't  it. 

Ms.  Fennelly.  That's  a  bandaid,  purely  a  bandaid,  but  it  was 
better  than  nothing  and  we  had  nothing  up  until  McKinney 
passed,  but  it's  a  bandaid. 

Ms.  Lloyd.  It  seems  to  me  in  my  district,  the  3rd  district  of  Ten- 
nessee, when  we  look  at  the  needs  and  programs  and  say,  "but  we 
have  the  McKinney  act,"  this  doesn't  begin  to  touch  the  need,  our 
responsibility,  or  what  should  be  a  national  commitment  to  help 
those  in  need.  I  agree  with  that. 

Mr.  Coleman,  what  is  the  housing  market  like  back  in  Chicago? 
If  you  could  afford  it,  could  you  find  adequate  housing?  I  mean,  to 
a  degree? 
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Mr.  Coleman.  I  could  find  adequate  houses  if  I  could  afford  it, 
but  adequate  houses— say  the  1st  of  October  I'll  be  paying  $294  for 
one  bedroom.  Adequate  housing  would  be  $600  a  month.  I  mean  I 
can't  afford  $600  a  month. 

Ms.  Lloyd.  Ms.  Johnson,  if  we  built  more  housing,  how  much 
would  this  decrease  homelessness? 

Ms.  Johnson.  If  we  built  more  housing  to  replace  that  which 
may  be  lost  here  to  prepayment  or  just  incrementally  built,  held 
onto  what  we  have  and  built  new  units? 

Ms.  Lloyd.  Well,  a  little  bit  of  both,  a  little  bit  of  both. 

Ms.  Johnson.  Well,  I  think  that  we  have  to  definitely  hold  onto 
what  we  have.  We  have  to  hold  the  line.  With  the  75  percent  reduc- 
tion in  funding  for  affordable  housing  that  has  occurred  over  the 
past  8  years,  how  many  units  are  needed  to  address  the  problem  of 
homelessness  and  blue  collar  families  who  can't  find  anywhere  to 
live?  I  don't  know  what  the  number  is  but  we're  so  far  short  of  the 
mark.  I'm  not  sanguine  that  we  will  see  any  significant  funding 
coming  down  the  line  even  if  the  new  housing  bill  comes  out  of 
Congress  and  we  have  new  programs,  but  we  may  still  find  our- 
selves with  no  money  to  pay  for  them. 

In  the  past.  State  and  local  governments  have  picked  up  the 
burden  that  the  Federal  Government  has  relinquished  in  the  hous- 
ing area.  Now  our  cities  are  facing  fiscal  restraints  of  major  pro- 
portions, so  that  they  are  not  able  to  carry  the  burden  of  creating 
new  units  of  affordable  housing.  Therefore,  I  think  that  the  respon- 
sibility must  shift  back  to  the  Federal  Government. 

Ms.  Lloyd.  Thank  you  very  much. 

Ms.  Michetti,  according  to  what  I've  read,  in  New  York  City  you 
have  a  growing  demand  for  nursing  home  beds  for  AIDS  patients 
and  the  elderly.  Do  you  feel  that  some  of  these  frail  and  elderly 
adults  are  going  to  end  up  more  and  more  in  nursing  home  beds 
prematurely? 

Ms.  MiCHETTL  I  think  that  is  the  case  because,  quite  frankly, 
there  is  no  alternative  to  noninstitutional  housing.  Our  preference 
in  many  cases  would  be  to  provide  supported,  permanent  housing 
as  opposed  to  institutionalized  housing,  but  that  housing  is  not 
available  and,  therefore,  you  move  into  a  medical  facility  as  op- 
posed to  a  residential  facility. 

Ms.  Lloyd.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

The  Chair  recognizes  Ms.  Morella. 

Ms.  Morella.  I  thank  you,  Mr.  Chairman.  I  would  ask  unani- 
mous consent  that  my  statement  that  I  had  prepared  be  included 
in  the  record. 

The  Chairman.  That  has  been  done. 

Ms.  Morella.  Thank  you,  and  I  wanted  to  explain  to  this  won- 
derful panel  that  I  was  at  a  markup  of  the  Post  Office  and  Civil 
Service  Committee  where  we  had  14  bills  that  we  hope  will  make  it 
through  the  rest  of  this  session  that  we  needed  to  vote  on,  but  I  did 
have  a  staff  member  who  has  been  here  during  the  hearing.  I  want 
to  thank  you,  Mr.  Chairman,  for  your  leadership  in  scheduling  the 
hearing  and  for  coming  up  with  such  a  great  representative  group 
of  people  to  serve  on  the  panel,  representing  the  many  facets  of  the 
issue. 
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With  regard  to  comments  in  my  statement,  I  developed  some  fig- 
ures and  I  want  to  ask  Ms.  Johnson  about  the  accuracy  of  what  we 
had  researched.  It  is  estimated  that  approximately  25  percent  of 
units  that  are  likely  to  prepay  or  default  are  occupied  by  older 
people.  There  are  estimates  that  350,000  federally  subsidized  units 
could  be  lost  to  condo  conversions  or  market  rate  rentals.  Have  you 
come  across  figures  similar  to  that? 

Ms.  Johnson.  Yes,  I  have.  And  the  CBO  has  been  working  on  re- 
fining the  empirical  evidence  and  their  econometric  modeling  to 
try  and  bear  down  on  the  dimensions  of  the  problem.  Their  current 
position  is  that  they  estimate  that  360,000  are  legally  eligible  for 
prepayment  and,  indeed,  93  percent  of  the  units  will  be  lost 
through  prepayment,  in  the  absence  of  congressional  action,  of 
which  210,000  will  be  lost  between  fiscal  1991  and  1995. 

But,  I  think  we  are  a  little  weak  in  the  area  of  identifying  exact- 
ly how  many  elderly  households  are  threatened.  I  think  that  that 
25  percent  figure  is  low,  too  low.  I  look  at  Mr.  Coleman's  building, 
which  is  under  the  category  of  family  development,  but  there  is 
such  a  significant  percentage  of  elderly  households.  Then  I  think  of 
other  households  that  are  exclusively  elderly.  So  I  think  that 
number  is  low.  We  have  identified  75,000  elderly  units  under  the 
Section  236  and  221(D)(3)  programs  that  are  likely  to  be  lost,  but  I 
think  we're  missing  a  large  number  of  units. 

Ms.  MoRELLA.  That  further  underlies  the  need  for  action  on  our 
part,  and  the  State  and  local  governments  as  well.  Do  you  think 
that  we  offer  adequate  Federal  incentives  for  low  and  moderate 
income  housing  to  stay  low  and  moderate  income  truly? 

Ms.  Johnson.  I  think  that  the  stopgap  measure  that  the  Con- 
gress enacted  putting  forth  eight  or  nine  incentives,  if  properly  ad- 
ministered, would  be  adequate.  I  think  that  one  of  the  positive  fea- 
tures of  the  Senate  prepayment  bill  is  that  it  is  made  more  objec- 
tive. What  does  the  owner  receive  in  the  way  of  incentives?  It  is 
quantified,  so  that  some  of  the  discretion  and  potential  for  arbi- 
trary treatment  has  been  removed.  And,  yes,  I  think  that  the  in- 
centives are  adequate  and  many  owners  that  I  talk  to  find  them 
very  adequate. 

I  think  it's  important  to  remember  that  the  owner's  decision  to 
withdraw  from  the  program  is  not  always  a  question  of  penciling  it 
out.  What  would  I  get  with  the  incentives  versus  what  would  I  get 
if  I  prepaid  and  refinanced,  converted  the  housing?  Many  owners 
do  not  care  to  deal  with  the  Federal  bureaucracy  any  further  or 
they  have  a  personal  tax  or  retirement  planning  situation  that 
they  have  developed.  It  is  a  multitude  of  factors  which  are  taken 
into  consideration  by  the  owner  and  drive  the  prepayment  deci- 
sions, not  all  of  which  are  strictly  economic. 

So  I  think  that  the  incentives  are  generous,  I  think  they  are 
more  than  fair,  and  those  owners  who  are  complaining  about  these 
proposals  are  often  those  who  simply  want  to  retain  that  unfet- 
tered right  to  choose  their  own  way. 

Ms.  MoRELLA.  I  hope  that  the  candidates  in  the  District  of  Co- 
lumbia are  consulting  with  the  both  of  you  in  terms  of  what  can  be 
done  to  restore  and  renovate  some  of  the  potential  housing  that 
has  been  lying  there  dormant,  unattended,  whatever.  I  hope  that 
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will  be  part  of  the  cleaning  house  that  takes  place  here  in  the  Dis- 
trict of  Columbia. 

I  wanted  to  ask  you,  Ms.  Michetti — there  was  a  front  page  article 
in  the  New  York  Times  with  regard  to  doubling-up  in  New  York 
City.  Would  you  like  to  comment  on  that?  Was  this  a  surprise  to 
you?  Is  this  a  major  problem? 

Ms.  Michetti.  One,  it's  not  a  surprise.  I  think  that  you  are  refer- 
ring to  the  New  York  Times  story  yesterday.  I  think  that  the  story 
itself  was  generally  accurate.  I  think  a  couple  points  to  highlight 
here  in  terms  of  the  issue  of  affordable  housing  is  that,  one,  we 
must  preserve  the  stock  of  existing  low-income  housing  that  we 
have.  To  give  you  a  sense  of  context  in  terms  of  the  Federal  cut- 
backs to  New  York  City  for  housing,  from  1981  to  1990  we  lost  $16 
billion  in  Federal  housing  aid  that  we  would  have  received  prior  to 
1981.  That  translates  for  us  into  the  loss  of  new  units  of  about 
50,000  new  apartments  and  another  80,000  that  we  would  have 
spent  in  funds  to  renovate. 

So  when  you  see  stories  about  the  doubling-up  issue,  it  takes  on 
several  dimensions.  One,  we  have  not  been  able,  given  the  Federal 
cutbacks  on  housing,  to  continue  putting  out  the  supply  of  housing 
we  have  historically  produced  over  the  years.  That's  number  one. 
Number  two,  in  terms  of  the  housing  authority,  the  story  noted 
that  the  housing  authority  estimates  in  terms  of  doubling-up — we 
have  178,000  units  in  public  housing,  and  we  believe  we  have  an- 
other 100,000  families  who  are  doubled  up.  We  called  those  families 
in  New  York  City  the  "hidden  homeless."  Meaning  that  but  for  the 
place  they  have  to  stay,  they  have  not  presented  themselves  to  an 
emergency  housing  unit  for  placement. 

In  New  York  City,  as  you  know,  historically,  we  have  had  over 
5,000  families  in  hotels  and  shelters.  We  have  aggressively  devel- 
oped our  own  housing  production  program,  to  rehouse  families 
from  hotels  into  shelters  and  permanent  housing.  All  of  these  num- 
bers do  not  address  the  tens  of  thousands  of  singles  in  shelters,  bar- 
racks, and  on  the  streets.  So  I  think  that  in  fact,  yes,  the  article 
was  not  only  accurate,  but  perhaps  an  understatement  of  the  prob- 
lem. 

Ms.  MoRELLA.  What's  your  working  relationship  with  HUD?  I 
mean  now  that  there  has  been  some  cleaning  of  house  that  has 
taken  place.  I  mean  do  you  feel  that  there  is  a  more  cooperative 
spirit  there? 

Ms.  Michetti.  I  think  in  terms  of  cooperation,  there  is  a  will  to 
be  cooperative.  I  think  the  issue  is  that  there  is  a  limited  ability  to 
provide  localities  assistance.  If  you  look  at  the  number  of  programs 
HUD  currently  administers  and  the  cities'  share  of  those  programs, 
I  heard  the  expression  before  a  "drop  in  the  bucket,"  perhaps  a 
tenth  of  a  drop  in  the  bucket  in  terms  of  what  is  needed. 

So  while  I  believe  that  the  spirit  is  one  of  cooperation  and  help- 
fulness and  understanding,  the  bottom  line  is  that  there  isn't  very 
much  at  the  bottom  of  the  barrel. 

Ms.  Morella.  Mr.  Coleman,  picking  up  on  that  comment,  you 
mentioned — we  have  your  testimony  here  before  us — that  one  HUD 
subsidized  building  has  276  units.  Do  you  know  how  many  of  these 
units  are  held  by  elderly  people? 
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Mr.  Coleman.  Well,  I  don't  know  exactly  but  I  would  estimate 
about  40  percent  of  the  tenants  in  the  building  are  above  63  years 
old. 

Ms.  MoRELLA.  Do  you  have  any  idea  how  long  these  people  have 
been  in  this  building? 

Mr.  Coleman.  Some  of  those  people  have  been  there  for  the  life 
of  the  building.  Some  of  those  people  are  much  older,  like  seventies 
and  eighties,  you  know. 

Ms.  Morella.  So,  this  has  always  been  home  to  them? 

Mr.  Coleman.  Yes,  it's  always  been  home  to  them.  So  about  40 
percent  you'll  find  in  that  category. 

Ms.  Morella.  Ms.  Fennelly,  I  had  occasion  a  number  of  times  to 
meet  with  Mr.  Snyder  on  his  ideas  about  housing  and  a  plan.  In 
fact,  the  plan  was  legislation  that  he  was  considering  having  intro- 
duced. I  don't  know  where  it  went  except  the  amount,  I  suppose, 
was  so  great  that 

Ms.  Fennelly.  It's  the  Mickey  Leland  legislation  and  it  has  been 
introduced. 

Ms.  Morella.  And  it  has  been  introduced.  I  just  want  you  to 
know  that  as  a  Member  not  only  of  Congress  but  also  as  a  member 
of  this  region,  we  appreciate  your  continuing  with  the  work  you 
have  been  doing.  I  think  that  leadership  is  critically  important 
here.  And  I  just  don't  know  what  more  you  want  to  add  that  we 
haven't  asked  you  about  the  situation,  and  what  can  be  done  about 
it. 

You  know  we  have  the  same  problem  in  Montgomery  County, 
Maryland,  which  I  represent,  which  is  supposedly  an  affluent  area. 
We  have  difficulties  there  in  the  same  thing  we  have  been  discuss- 
ing. Is  there  anything  you  would  like  to  add? 

Ms.  Fennelly.  No.  Actually  I  met  with  Montgomery  County 
people  yesterday  from  Rockville,  one  of  the  city  council  members 
from  there,  whose  name  I  can't  recall,  to  talk  about  some  creative 
housing  program  that  could  be  implemented  in  that  area,  and  we 
had  a  very  productive  conversation.  The  hope  is  that  with  a  change 
in  the  administration  in  the  District,  we  will  begin  to  see  some 
taking  off  of  the  boards  on  housing  here.  I  am  trying  to  set  up  a 
meeting  with  Sharon  Pratt  Dixon  to  talk  about  that. 

Interestingly  enough,  in  regard  to  our  shelter,  people  have  come 
from  around  the  world  to  see  what  we  do  there.  The  Korean  Con- 
gress knows  more  about  what  we  do  at  2nd  and  D  Street  than  offi- 
cials at  the  Department  of  Human  Services,  who  finally  came  last 
week  to  see  our  program. 

Ms,  Morella.  Do  you  have  any  idea  how  many  of  the  homeless 
people  might  be  suffering  from  either  mental  illnesses  or  substance 
abuse  problems? 

Ms.  Fennelly.  The  national  average  of  mental  illness  among 
homeless  people  is  about  30  percent.  That  is  generally  higher  with 
single  homeless  women.  Also,  in  terms  of  substance  abuse,  it  is 
very  often  difficult  to  tell  where  mental  illness  begins  and  sub- 
stance abuse  ends,  because  very  often  what  we  see  are  people  self 
medicating  with  alcohol  or  drugs.  Once  we  get  them  off  alcohol  and 
drugs,  we  find  that  the  underlying  problem  was  their  mental  ill- 
ness. 
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I  couldn't  even  begin  to  assess  that,  although  national  figures  on 
substance  abuse  among  the  homeless,  something  I  heard  recently, 
suggest  it  is  5  percent  higher  than  the  general  population.  So  it's 
not  as  dramatic  as  one  might  think. 

Ms.  MoRELLA.  So  if  we  are  trying  to  look  at  some  comprehensive 
resolution  to  the  problem,  we  should  also  look  at  facets  like  the 
McKinney  Act  which  you  said  was  just  a  little  bandaid,  and  I  agree 
with  you,  but  we  also  need  to  make  sure  that  we  have  the  health 
factor  within  it,  as  well? 

Ms.  Fennelly.  Yes.  What  I  said  earlier  before  you  came  in  is 
that  every  homeless  person,  no  matter  how  they  ended  up  home- 
less, has  one  thing  in  common,  they  lack  housing.  And  that  hous- 
ing needs  to  take  different  shapes  and  forms.  The  St.  Francis  Inn 
in  New  York  is  a  wonderful  model  for  housing  the  mentally  ill  and 
it's  pretty  much  self  supporting  I  believe.  They  need  startup  money 
to  get  going,  but  it's  a  self  supporting  program.  The  mentally  ill 
have  independent  living  situations  and  that's  a  wonderful  model 
for  the  mentally  ill. 

We  have  a  very  good  drug  treatment  program  that  costs  nothing 
to  operate.  Looking  at  those  models  nationwide  I  think  are  very 
productive  and  useful  to  solving  the  problem. 

Ms.  MoRELLA.  Group  homes  being  part  of  it  too? 

Ms.  Fennelly.  Right.  Our  drug  and  alcohol  treatment  program 
has  just  opened  up  two  new  second  stage  houses  recently  to  move 
people  from  the  program  and  kind  of  get  them  back  out  into  the 
community.  But  the  programs  definitely  need  to  be  in  place.  Be- 
cause programs  without  a  roof  over  someone's  head  don't  make  any 
difference  at  all,  and  we  have  to  start  with  something  basic,  and 
while  we  are  waiting  for  long-term  solutions,  people  here,  like  my 
friend,  are  freezing  here  on  our  streets.  And  we  can't  stop  looking 
at  a  shelter  as  an  important  thing  to  be  doing  while  we  create 
these  long-term  solutions. 

Ms.  MoRELLA.  I  thank  you,  Mr.  Chairman.  You've  been  very  gen- 
erous in  giving  me  a  lot  of  time  to  ask  questions. 

The  Chairman.  Well,  thank  you,  Ms.  Morella. 

We  were  told  yesterday  and  this  morning  that  this  hearing 
yvould  be  interrupted  several  times.  As  you  know,  we  haven't  been 
interrupted  a  single  time  since  we  started,  which  means  that  we 
have  been  very  lucky. 

The  House  and  the  Senate  are  very  busy  at  the  present  time,  this 
is  perhaps  the  busiest  time  of  the  year.  It  is  the  busiest  time  of  the 
year,  of  course,  because  on  October  the  1st,  if  we  don't  do  certain 
things,  a  law  will  go  into  effect  which  will  reduce  by  at  least  50 
percent  everything  in  the  Government,  which  can  well  result  in 
suffering  all  over  the  country.  So,  because  of  that,  we  felt  that  they 
would  be  calling  us  back  and  forth  and  they  have  not.  I'm  grateful 
for  that. 

I'm  also  grateful  for  the  time  you  have  taken  out  of  your  busy 
schedules  to  testify  before  this  committee.  You  have  given  us  a 
very  clear  message.  We  will  now  prepare  a  report,  which  will  be 
very  brief,  and  a  letter  to  each  one  of  the  conferees  on  the  housing 
bill,  telling  them  the  recommendations  you  have  made. 

We  would  also  appreciate  it  if  your  respective  organizations 
would  also  do  likewise  and  have  a  letter  in  the  hands  of  the  confer- 
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ees  by  no  later  than  Monday.  This  committee  will  have  in  writing 
by  noon  tomorrow,  a  recommendation  to  the  conferees  based  on 
your  testimony  and  based  on  the  advice  you  have  given  this  com- 
mittee as  to  what  we  should  be  recommending. 

I  wish  to  thank  each  and  every  one  of  you,  Ms.  Johnson,  Ms.  Mi- 
chetti,  Mr.  Coleman,  and  Ms.  Fennelly,  for  very  excellent  testimo- 
ny. 

The  committee  now  stands  in  adjournment. 

[Whereupon,  at  12:15  p.m.,  the  hearing  was  adjourned.] 
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On    Preservation    of    Existing    Housing 

Before    the    House    Select    Committee    on    Aging 

Mayor    Richard    M.    Daley 

Chicago,     Illinois 

September     26,     1990 


On  behalf  of  the  residents  of  the  City  of  Chicago,  I  submit  this 
testimony  to  discuss  what  is  becoming  one  of  the  most  serious 
problems  facing  America's  elderly  population.     Thousands  of  people, 
many  of  them  elderly,  are  in  jeopardy  of  being  displaced  from 
subsidized    housing. 

The  nation's  mayors  have  seen  the  effects  of  decreasing  housing 
stock  in  our  cities,  and  we  have  fought  every  step  of  the  way  in 
defense  of  our  communities. 

During  the  58th  Annual  United  States  Conference  of  Mayors  Meeting, 
held  in  June  of  this  year  in  Chicago,  Mayors  Flynn  from  Boston, 
Hurley   from   Springfield,   Massachussetts   and   I  introduced   a 
resolution  that  was  adopted  as  official  policy  by  the  entire 
conference.     That  resolution  calls  for  the  preservation   of  federally 
subsidized  low-income  housing.     A  copy  of  that  resolution  has  been 
included  for  the  record  as  part  of  this  testimony.     Also  included  are 
letters  from  the  National  League  of  Cities  and  the  U.S.  Conference  of 
Mayors  which   have  been  sent  to  the  entire  House  of  Representatives. 
The  Mayors  and  elected  officials  from  both  organizations  feel  that  a 
resolution   to   the  preservation  issue  must  be  a  component  of  the 
currently    ongoing    House-Senate    conference    on    housing 
reauthorization. 
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Twenty  years  ago,  in  an  effort  to  increase  low  and  moderate  income 
housing   for  seniors  and  others,   the  federal   government  offered  to 
housing    developers    insurance    on    low-interest    loans. 

In  exchange,   the  developers   agreed   to  requirements   that  the  housing 
units  remain  affordable  for  40  years  subject  to  the  option  to  prepay 
the   mortgages   after  a  20-year  period. 

If  the  developers  pre-pay  their  mortgages,   all  federal  regulations  on 
the  use  of  these  housing  units  for  low  and  moderate  income  people 
will  cease.     The  impact  of  this  could  be  devastating  to  many  elderly 
and    low-income   Americans. 

The  Congressional  Budget  Office  estimates  that  over  three  hundred 
sixty   thousand  federally-assisted  units  will   be  eligible  for 
prepayment  on  their  HUD-assisted   mortgages.      Where   that  has 
happened  in  Chicago,  rents  have  doubled  or  tripled,  and  tenants  have 
been  priced  out  of  the  apartments  some  have  occupied  for  years. 

Roughly  25%  of  these  units  are  occupied  by  the  elderly,  according  to 
the  National  Low-Income  Housing  Preservation  Commission.     In 
Chicago,  some  buildings  are  more  than  50%  occupied  by  elderly 
persons.     These  are  precisely  the  people  who  cannot  afford  market 
rents  in  their  current  neighborhoods.     Many  of  them  live  in  areas 
that  are   being   gentrified  while  the  project  owners   stand   to  make 
astronomical    profit    from    prepayment. 

When  they  raise  the  rents  to  market  levels,  it  forces  senior  residents 
to  search  for  affordable  housing  in  areas  where  buildings  have 
deteriorated    and    the   poor   are   heavily   concentrated. 

The  destabilizing  effect  on   our  communities   is   serious.     These   units 
and  the  low  income  people  who  live  in  them  must  be  protected. 

Let  me  offer  some  specifics  on  the  scope  of  the  prepayment  problem 
in  Chicago.     In  total,   13,776  units  of  housing  in  77  buildings  were 
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constructed   under  the  221(d)  and  236  programs.     Over  7,000  of 
those  units  in  39  buildings  will  become  eligible  for  prepayment  by 
2004.     Many  of  these  properties  are  located  in  gentrifying  areas  of 
the  city,  where  prepayment  and  conversion  to  high-cost  rentals  is  a 
very   lucrative  prospect  for  owners. 

As  you  are  well  aware,  the  shortage  of  affordable  housing  is 
particularly  hard  on  the  elderly,  whose  fixed  incomes  fail  to  keep 
pace  with  rapidly  escalating  housing  costs.     Chicago,  for  instance,  saw 
a  one  percent  increase  in  elderly   households  between   1980  and 
1986.     But  over  the  same  period,  Chicago  had  a  16%  increase  in  the 
number  of  lower  income  elderly  households. 

The  Congress  has  been  debating  various  housing  bills  that  include 

legislative  language  to  address  the  prepayment  issue.  In  fact,  the 

House-Senate  Conference  is  ongoing  as  this  testimony  is  being 
submitted. 

We  have  seen  the  House  passed  legislation  that  attempts  to  deal  with 
the  issue  and  we  believe  that  it  does  not  go  far  enough  in  resolving 
the   prepayment   problems   that   will   result. 

The  Senate  legislation  is  more  to  our  liking.     That  is  because  the 
House  and  Senate  bills  have  gone  in  different  directions  to  deal  with 
this    problem. 

The   Senate   has   adopted   an   approach   that  permanently   protects 
tenants  and  the  at-risk  housing  stock  by  providing  owners  an  eight 
percent  return   on   their  equity,   based  on  the  unrestricted  rental 
value  of  the  housing. 

The  House  would  permit  owners  to  prepay  as  long  as  they  provide 
relocation   assistance   to   tenants;   and   only   tenants   who  receive  rent 
subsidies   are   assured   affordable  rents.      Those   owners   who 
voluntarily   participate   in   the   incentive   program   are   required   to 
continue   providing   low   and    moderate-income   housing    for   only 
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twenty  years.     In  other  words,  we  will  be  faced  with  this  same 
problem  again  down  the  line.     Many  have  called  for  a  permanent 
solution   to   the  expiring  use  problem.      Elderly  and  low-income 
Americans   cannot   endure  the   uncertainty   as   we  replay   the  debates 
of  the  past  two  and  a  half  years. 

In   addition   to  any  housing  agreements  reached  by   the  House-Senate 
housing  conferees  reasonable  Federal   tax   incentives   should"  be 
explored   as  an   additional  means   to  maintain   and   preserve  these 
units  for  low  and  moderate  income  use. 

Government  cannot  just  stand  by  while  poor  and  elderly  tenants  are 
turned  out  of  their  homes  with  no  place  to  go.     Stopgap  measures 
which  call  only  for  extending  use  restrictions  until  the  end  of  the 
original  40-year  mortgage  term  will  lay  an  even  more  dangerous 
time  bomb.     Twenty  years  no  longer  seem  so  far  away. 

In  Chicago,  as  in  many  cities,  population  projections  estimate 
extremely   heavy  demands   on   the  elderly's   housing   stock   beginning 
in  the  year  two  thousand  ten.     Our  projections  suggest  that  Chicago's 
elderly  population  will  reach  336,000,   slightly   below  current  levels. 
The  45-64  year  age  group  —  the  baby  boomers  —  will  have  swelled 
to  over  800,000.     To  face  another  crisis  at  that  point  is  a  staggering 
thought.     Preserving  the  existing  stock  of  subsidized  housing  that  is 
at  risk  of  prepayment  for  its  remaining  life  -  30  to  50  years  -  is 
critically  important  if  cities  are  to  meet  the  demands  to  come. 

Another  serious  problem  is  the  House  Banking   Committee's  language 
preempting  state  and   local  preservation  laws.      The  National  Housing 
Trust,   here  in  Washington,  reports   that  at  least  eleven  states  or 
municipalities    have   enacted    laws    to   protect    tenants    in    federally- 
assisted    housing   at-risk   of  conversion. 

The  State  of  Illinois  has  two  pertinent  laws  on  the  books.     One 
requires    a    one-year   notification   period   and    another   provides   a   first- 
right-of-refusal   to   non-profit   organizations   or   tenant   groups.      The 
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Senate  bill  does  not  preempt  states  or  local  governments  with 
respect  to  this  issue. 

We  are  taking  a  great  gamble  with  the  lives  of  the  elderly  and  low- 
income  people  of  this  nation  when  we  let  the  market  drive  our 
actions  in  attempting  to  solve  the  problem. 

Without  federal   government  assistance,   the  consequences   of 
broadscale  pre-payment  will  leave  our  cities  and  towns  with  a 
potential  explosion  of  homelessness.     We  cannot  afford  to  stand  by 
and  watch  that  happen.     We  need  help  and  we  need  it  now. 

I  want  to  thank  the  House  Select  Committee  on  Aging  for  permitting 
our  views  to  be  presented  for  the  record. 
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Resolution  No.  86 

Submitted  by: 

The  Honorable  Raymond  L-  Flynn 
Mayor  of  Boston 

The  Honorable  Richard  M.  Daley 
Mayor  of  Chicago 

The  Honorable  Mary  E.  Hurley 
Mayor  of  Springfield,  MA 

KUSdBRVATZOK  OT  fSDEIUiLLY  80B8IDIZZ0  LOW-ZKCOKE  E098I}((3 

1}  VKEREAS,  Congress  strongly  st«ted  the  federal  government ' 0 
responsibility  for  attaining  the  goal  of  *<a  decent  hone  and 
a  suitable  living  environment  for  every  American  fanily"  in 
the  Housing  Act  of  1949;  and 


2) 


WHERSAs,  Congress  has  ragalarly  reaffimed  this  goal  and 
created  programs  and  policies  to  inplesient  it;  and 

3}  HXSREAS,  Congress  oreated-  several  housing  programs  (Sections 
221(d}3  and  236)  to  encourage  private  owners  to  build  low 
incone  and  moderate- income  housing  by  providing  incentives  and 
subeidiee;  and 

4}  KHSREAS,  theae  two  programs  led  to  the  creation  during  the 
1960s  and  I970e  of  more  than  600, uOO  units  of  low-income  and 
moderate-income  housing  supported  by  federal  mortgage 
insurance,  interest  subsidies,  tax  deductions,  and  rent 
auba idles;  and 

5)  VBEREAS,  many  of  these  subsidized  apartments  are  currently  at 
risk  of  loss  from  the  low-incone  and  moderate-income  housing 
Inventory  If  the  ovmers  exercise  to  prepay  their  subsidized 
mortgages  at  the  end  of  20  years  rather  than  holding  then  for 
the  full  40-year  term,  thus  ending  their  participation  in  the 
programs,  and  eliminating  the  restriction  on  low-  and 
moderate-income  ua«;  and 

6)  WHEREAS,  the  Congressional  Budget  office  estimates  that  more 
than  330,000  of  these  units  are  at  risk  of  prepaying  their 
mortgages,  thus  eliminating  these  units  from  the  low-lncooe 
and  modorate-incone  Inventory,  unless  preventive  action  is 
taken;  and 

7)  WHEREAS,  federal  housing  aaaistance  has  decreased  by  over  80 
percent  since  1961  and,  according  to  the  General  Accounting 
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Office,  th«  "potential  loss  of  exieting  low-  and  moUerate- 
incott«  housing  pociaa  a  serious  policy  problem,  given  that 
little  new  housing  of  this  type  h«s  been  constructed  over  the 
last  few  years;"  and 

8)  muERXAS,  these  subsidized  apartment*  represent  a  substantial 
public  investment  in  low-inoome  housing  and  have  served  to 
provide  decant,  affordable  housing  to  low- income  and  moderate- 
income  families  who  would  otherwise  have  difficulty  securing 
affordable  housing  and  oould  be  at  risk  of  becoming  homeless; 
and 

9)  WHEREAS,  according  to  a  study  by  the  Congressional  Budget 
Office,  over  70  percent  of  the  residents  in  these  developments 
are  very  lov-income  household  and  most  of  the  others  a^tre  low- 
ineome  households;  and 

10}  VHIMA6,  Congress  addressed  the  prepayment:  problem  temporarily 
in  1987  by  imposing  restrictions  on  prepayments  by  requiring 
that  HUO  be  notified  of  an  owner's  intent  to  prepay  and  that, 
in  all  prepayment  oases,  the  ovner  develop  a  plan  of  action 
acceptable  to  KUD  to  deal  vith  the  effects  of  prepayment  on 
low-  and  moderate- income  households;  and 

XI)     VHBSEAfl,  these  restricstions  on  prepayments,  which  have 
temporarily  prevented  the  loss  of  low-income  housing,  are  * 
scheduled  to  cKpire  on  Saptember  30,  1990/  thereby  placing 
hundreds  of  thousands  of  low-income  units  at  risk  of  loss  from 
the  inventory  of  affordable  housing;  and 

12)  WKBSUAS,  The  U.S.  Conference  of  Mayors  has  regularly  sponsored 
studies  and  issued  reports  of  demonstrating  the  growing 
national  crisis  created  by  a  shortage  of  affordable  housing; 
and 

13)  WBtUOM,  The  U.S.  Conference  of  Kayors  has  regularly  sponsored 
studies  and  issues  reports  documenting  the  continued  increase 
in  the  number  of  homeless  persons  in  America's  cities, 
including  a  significant  increase  in  homeless  children;  and 

14)  WHBRBAS,  Tha  U.S.  Conference  of  Mayors  has  previously  adopted 
a  resolution  calling  on  Congress  and  the  Administration  to 
develop  policies  to  prevent  the  loss  of  subsidized  privately- 
owned  low- income  housing  units;  and 

15)  WHZREAS,  Congress  is  currently  debating  legislation  to  govern 
the  diapoeition  and  use  of  the  inventory  of  federally- 
aubsidlsed  housing  facing  these  expiring  use  restrictions, 

16)  now,  TUZSJiTOtiM,  BB  IT  RfSOtVEO  that  The  U.S.  Conference  of 
Mayors  calls  on  the  Administration  and  Congress  to  enact 
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l«gialation  to  pre8«rva  th«  existing  stock  or  private ly-ovmed 
sub5idit«<a  housing  for  low-incom«  p«Qpl«7  and 

17)  BE  rX  7UKTBBR  RBflOIiVBD  that  Th«  U.S.  Conr«r«nc«  of  Mayors 
call*  on.th«  Adnlnietration  and  Congr«««  to  «n«ct  I«9islation 
to  extend  th«  reatriotions  on  pr«payjn«nt  p«rm«n«ntly,  with 
provisione  to  «naure  that  owners  receive  the  constitutional 
r«quirenent  of  fair  value  for  their  property;  and 

18)  BE  IT  TXTKXnzH  RBBOIiVBD  that  The  U.S.  Conference  of  Mayors 
calls  on  the  Administration  and  Congress  to  enact  legislation 
that  provides  adequate  notice  to  residents  and  to  local 
governments  regarding  any  plan  or  intent  to  prepay;  and 

19}  BE  IT  rORTHER  RESOXiVXO  that  The  U.S.  Conference  of  Mayors 
c«IIb  on  the  Adslnistration  and  congress  to  ehact  legislation 
to  proBote  the  tranefer  of  this  housing  stoclc  to  non-profit 
end  resident  control  and  homeownership,  thus  providing 
permanent  «f fordability;  and 

20)  BE  XT  rORTKBR  RB«OLTEO  that  The  U.S.  Conference  of  Mayors 
calls  on  the  Adalnistration  and  Congress  to  guarantee  that  any 
legislation  dealing  with  the  prepaynent  of  privately  owned 
subsidlced  housing  not  preempt  the  rights  of  localities  to 
adopt  neasures  providing  additional  incentives  and  protections 
to  preserve  this  housing  inventory  and  prevent  Involuntary 
displacement . 


Projected  Cost:   UnJcnown 
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THE  (JNITED  STATES  CONFERENCE  OF  MAY^ORS 


1620  EYE  STREET.  NOOTKWhST 
WASHINGTON,  DC  20096 
TEl-EPHONe  (202)  295-7350 
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July   10,     1990 


Dear  House  Homberi 

The  U.S.  Coni:«rena€  of  Mayor*  urg«a  you  to  vot«  for  an 
am«ndtt«nt  that  wUl  b«  offered  by  Rep.  Barney  Frank  on 
prepaynant  of  HUQ  aortsra^e*  **>«»  KR  1160  oones  to  the 
floor  this  w««k« 

The  PranX  amendment  replaces  an  amendment  to  HR  1180 
proposed  by  Rep.  Steve  Bartlett  and  Rep.  Doua  Barnard 
and  passed  by  the  House  Banking  Committee. 

support  for  the  Frank  amendment  will  ensure  that 
lAousands  of  lov-lnoome  households  vill  not  »•  1««* 
vulnerable  to  eviction  by  project  owners.  In  addition, 
billions  of  federal  dollars  will  not  be  used  to  ball 
out  owners  without  a  guarantee  that  the  properties  will 
continue  to  toe  avaUable  to  low-inoome  households. 

The  Frank  amendment  offers  a  balanced  approach  by 
ensuring  that  the  owners  receive  the  constitutional 
requirement  of  fair  value  for  their  property. 

1  have  enclosed  a  copy  of  a  resolution  of  oj^^^^P^^J^y  ^" 
prepayment.  The  resolution  was  adopted  at  our  recent 
Anniai  Conference  attended  by  230  nayors  of  the 
nation's  largest  cities.  You  will  find  that  the 
cSncSpts  of  ^e  resolution  are  in  full  agreement  with 
the  Frank  amendment. 

We  thank  you  for  your  consideration  of  this  moat 
inportant  natter. 


slncaroly. 


f 


oAa 


j'.  Thomas  Cochran 
Kxacutlve  Director 


Enalosure 


MCUaS  COOIIW.S 
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H*itvnmi  1801  roon<i)<v«if«  Av<ni»  KW  OfK""™ 

««  2000<  J^J,^  •.<«..  1,-. 

CHM*  (20?)  6M50OO 

<«>»>»  V«  !■»«  »  « 

July   19,    1990  o-~-*.w.  <).»-«  "»* 

D«ar  RepreBcntatlve: 

on  bahalr  of  tl,«  K«tlonal  league  or  cities,  whlcn  ^«P"»*"^\.  .  ^ 
1,4  00  aitl««  dir«otly  and— through  th«  iB««b«r.hlp  of  our  4»  atate 
ninicipal  l«^es-i«,ooo  cltl«.  indirectly,  i  would  Ilk-  to 
"Sr*-.  to  yo^  our  lona-tandln,  .upport  and  .dvooacy  for  the 
ne«d  to  pr««arv«  our  nation's  low  incoma  housing  etocK. 

A*  the  Mou.a  baylna  floor  action  thi-  w-«k  on  th-  Ko*J«j-"f  *"f 
Comaonity  DBV«l6p««nt  Act  of  1990  (HF  ixeoj ,  it  i«  antlaipated 
S^  Sa^Lue  Of  housing  pr«»«rvatlon  for  our  low  and  very  low 
inoo«a  oitlran.  vlU  be  debated.  At  rl.k  i.  the  aore  than 
280  000  unit,  of  houalng  atock  that  the  congreaelonal  Budcfet 
o?Jioe  (Sorh"  d^ter«ln.d  will  be  loot  due  to  owner  prepay^nent 
of  j«ortgag««  and  expiring  federal  oontracts. 

«,•  we«berehlp  of  VUC   Ib  on  tha  frontlln.  of  thi.  «**^^^"*i  . 
orlaie.   We  are  witneaaing  and  experi«nolng,  on  «^f«"y  ^•"T' 
the  plloht  of  the  honHSleas  and  others  unable  to  obtain  decent, 
•afe  and  affordable  houaing.   In  this  regard,  we  urge  ^^^^^ 
support  «n  aoendment  to  be  offered  by  Rep.  Barney  Trank  which  w« 
feel  will  addreaa  many  of  our  conoama. 

specifically,  the  amendment  attempts  to  reach  what  w«  oon»i<*f^  ^^ 
torn   a  balance  between  the  thousanoa  of  low-Income  houaeholda  that 
vill  be  negatively  affected  cy  prepayment  decislono  and,  at  tnc 
same  tine,  aaaurea  that  property  owner-  receive  a  fair  value 
return  on  their  property  Inv-Btmenta- 

We  hope  that  you  will  give  every  oonaidaration  to  Rep.  Frank's 
proposal  when  It  oomee  up  for  floor  action. 

Very  truly  yours, 


Donold  J.  Borut 
Executive  Director 


0  (V,.  ..,.">.-  o.^  icx^.  o^  L  ».,-<«.  f-o^  0=..^  •'■"'^••''''irjii'L  c^c  ;j^  u^sr^.sS^-^^-  •  •-' '  "-—^  "^  •**-=■ 

V .A**—- r^«-<-  i.-noct>\   «-*>*  nu-vi  •  K^-  %<M„^.  •-'•-<w  0-'-'«  <"  •  *"^'    '*trA*ai-    torn     •—>«. 
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The  following  statement  is  submitted  by  the  California  Coalition  for  Rural 
Housing  (CCRHProject)  to  the  House  Select  Committee  on  Aging,  at  its  request, 
pursuant  to  a  hearing,  September  25,  1990,  concerning  the  issue  of  expiring  use 
restrictions  in  federally-assisted  rental  housing  and  its  consequences  for  the 
elderly.  The  CCRHProject  is  a  statewide,  nonprofit  organization  which,  since 
1976,  has  advocated  for  policies  and  programs  to  produce  and  preserve  affordable 
housing  for  elderly  and  low-income  Califomians. 

For  the  past  four  years,  the  CCRHProject  has  sought  to  alert  elected  and  agency 
officials  and  the  pubUc  at  large  to  the  tragic  dimensions  of  prepayments  of  HUD 
and  FmHA-subsidized  loans  by  the  private  owners  of  federally-assisted 
multifamily  housing.  These  efforts  and  the  efforts  of  many  other  organizations 
around  the  country  will  come  to  a  head  in  the  next  month  as  Congress 
contemplates  how  to  reconcile  the  strong  prepayment  protections  in  S.  566  with 
the  weak  provisions  in  H.R.  5157.  The  fate  of  thousands  of  elderly  and  low-income 
tenants  occupying  HUD  housing  hinges  on  the  outcome.  The  scheduling  of  this 
hearing  could  not  have  been  more  timely. 

The  impacts  on  tenants  when  prepayment  occurs  is  not  a  hypothetical  problem. 
It  is  not  an  esoteric  argvunent  advanced  by  a  few  overly  paranoid  and  zealous  low- 
income  housing  advocates.  It  is  a  problem  that  has  already  occurred  in  large 
numbers  in  California,  causing  severe  financial,  emotional  and  physical 
hardship  for  tenants. 

And  above  all,  as  indicated  in  news  headlines,  it  is  the  elderly  who  have  been 
among  the  most  victimized:  "Many  Seniors  Face  Displacement  as  Rent  Goes  up  in 
Pujol  Apartments",  Thft  Californian.  March  14,  1985;  "Rent  Hike  May  Force 
Senior  Citizens  Out:  Manager  Says  They're  "Spoiled",  Mountain  Democrat. 
August  16,  1985;  "Rent  Hike  Draws  Ire,  Support  for  Seniors,  The  Record-Gazette. 
January  14,  1986;  "Angry  Reaction  to  Senior  Rent  Hikes:  FmHA  Subsidy  Outlook 
Bleak",  Rohnert  Park-  Cnta ti  Clarion.  March  19,  1986;  "Large  Rent  Hike  Upsets 
Seniors:  From  $198  to  $450",  The  Sonoma  Index-Tribune.  April  4,  1986. 

In  the  ten  year  period  fi-om  1977  to  1987,  39  low-income  projects  financed  by  the 
U.S.  Farmers  Home  Administration  were  prepaid.  1,287  units- — units  which 
woiald  not  have  been  built  but  for  the  infusion  of  substantial  federal  subsidy  and 
which  were  intended  to  remain  in  low-income  use  for  at  least  the  full  term  of  the 
financing- — were  permanently  deregulated.  Another  three  HUD  projects  with 
793  units  were  also  prepaid.  The  great  majority  of  FmHA  and  HUD  prepayments 
were  executed  between  1985  and  1987,  before  Congress  moved  to  place  restrictions 
on  project  owners. 

The  General  Accounting  Office  (GAO),  in  1987,  conducted  case  studies  of  14 
FmHA  projects  that  were  removed  from  the  program  in  fiscal  year  1986, 
approximately  one  year  or  less  from  the  date  the  project  was  prepaid.  In  a  report 
released  in  February,  1988,  GAO  foimd  that: 

•  47%  of  the  households  and  55%  of  the  tenants  were  displaced  after 
prepayment. 
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•  Among  the  households  who  were  displaced,  46%  received  no  federal 
rental  assistance. 

•  For  the  households  who  remained  in  the  project,  their  average  monthly 
unit  rent  rose  from  $199  to  $380,  an  increase  of  over  90%. 

•  Whereas  only  one  percent  (8)  of  households  had  a  rent  burden  before 
prepayment,  meaning  a  rent-income  ratio  exceeding  30  percent,  25 
percent  (78)  experienced  rent  burdens  after  prepajmient. 

These  numbers,  of  course,  do  not  tell  the  full  story.  From  August,  1988,  through 
March,  1989,  the  CCRHProject  undertook  a  more  thorough-going  investigation  for 
the  purpose  of  tracking  the  disposition  of  more  than  380  households  and  580 
tenants  who  occupied  six  of  these  projects  and  documenting  the  real  human  face 
of  the  prepayment  problem— -who  stayed  and  who  was  displaced  and  why;  where 
did  displacees  go,  how  many  times  and  how  far  had  they  moved  since 
prepayment,  what  did  they  pay  and  how  did  their  new  housing  compare  with 
their  old  housing;  what  did  it  feel  Uke  to  be  threatened  with  displacement  or 
actually  displaced? 

Extensive  searches  of  newspapers,  telephone  and  reverse  directories,  voter 
registration  records  and  FmHA  files  were  performed.  Former  neighbors  and 
managers,  employers,  local  housing  and  social  service  officials  and  family 
members  were  contacted.  And  direct  interviews  were  conducted  with  about  200 
tenants.  I  will  focus  my  comments  on  four  of  the  most  instructive  projects  fi-om 
the  standpoint  of  illustrating  the  specific  impacts  on  elderly  occupants,  and  on  a 
few  tenants,  in  particular,  whose  stories  epitomize  the  tragedy  that  became  the 
many  tenants. 

Copeland  Creek  Apartments,  Rohnert  Park:  In  the  spring  of  1985,  the  owners  of 
this  115-unit  complex,  located  in  a  rapidly  urbanizing  area  north  of  San 
Francisco',  petitioned  the  city  council  and  FmHA  with  a  proposal  to  spUt  the 
parcel  into  54  market  rent  units,  citing  dissatisfaction  with  their  current  rate  of 
return.  When  this  proposal  was  rejected,  as  well  as  an  alternative  proposal  to 
decontrol  the  units  as  they  were  vacated,  the  owners  announced  they  would 
prepay  and  sell  by  the  end  of  the  year. 

The  130  tenants  of  this  elderly  project  were  shocked.  More  than  80  percent  of  them 
had  very  low  incomes  (50  percent  or  less  of  the  area  median)  and  paid  an  average 
of  $176  a  month.  Most  had  lived  in  the  complex  for  six  or  more  years.  After 
prepajnnent,  the  average  rent  would  increase  by  an  additional  $242  a  month.  The 
tenants  organized.  They  submitted  a  petition  with  113  names  to  their  federal  and 
state  representatives,  state  and  local  housing  officials  and  the  media.  They 
stormed  city  council  meetings. 

The  city  council,  recognizing  that  the  intended  buyer  would  be  under  no  obligation 
to  keep  the  imits  affordable  without  a  quid  pro  quo,  reopened  negotiations  on  the 
parcel  split.  Finally,  after  months  of  heated  discussions,  a  development 
agreement  was  concluded  at  the  end  of  March,  1986.   In  exchange  for  permission 
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to  build  the  additional  units,  the  new  owner  agreed  to  freeze  existing  rents  for 
three  months.  Thereafter,  he  could  raise  rents,  but  not  to  exceed  an  average  of 
$360  per  household  until  the  end  of  1990  when  all  rent  restrictions  would  expire. 
Vacated  units  were  to  be  made  available  to  elderly  tenants  for  the  first  thirty  days 
and  to  any  household  following  that  period. 

But  by  the  time  negotiations  concluded,  many  seniors  had  already  panicked  and 
left.  Others  departed  following  the  prepayment.  All  told,  48  households  (42 
percent)  were  ultimately  displaced  because  of  their  inability  to  pay  the  new  rents. 
One-third  of  the  displacees  had  to  move  twice  or  more.  About  one-half  eventually 
found  subsidized  housing  and  one-fourth  had  to  move  in  with  family  and  friends. 
A  quarter  experienced  rent  burdens.  For  those  who  stayed  and  paid  an  average 
$360  monthly  rent,  most  had  to  wait  a  year  before  receiving  Section  8  assistance. 

*  Frances  Gossen,  age  82,  moved  into  a  duplex  owned  by  her  son:  "Many  people 
went  through  hell.. ..One  woman  charged  things  at  Sears  and  then  sold  them  to 
make  money.  It  hit  a  lot  of  people  between  the  eyes.  A  lot  of  people  died  of  heart 
attacks.  Those  who  stayed  had  it  real  rough." 

*  Barbara  Borba,  age  69,  moved  in  with  her  daughter:  "I  couldn't  pay  the  rent.  I 
have  a  tumor  in  one  eye.  I  need  medical  care.. ..It  was  devastating.  It  threw 
everyone  into  a  big  turmoil.  They  got  rid  of  most  of  the  seniors.  Many  had  no 
place  to  go. ...I  don't  like  living  with  my  family.  It's  too  crowded.  My 
grandchildren  need  more  privacy." 

*  Ellen  Carr,  age  85,  stayed  3  months  as  then  moved  into  a  HUD  project:  "I  paid 
the  full  rent  and  skimped  on  food.  I  didn't  buy  clothes.  I  had  a  couple  hundred 
dollars  saved  for  emergencies.... I  foimd  this  apartment  by  accident.  I  canvassed 
aU  senior  citizen's  places  in  the  area.  There  wasn't  anything  available.  It  was 
the  last  place  I  checked.  My  daughter  took  me  around.... I  was  very  ill.  It  was 
quite  a  shock.  I  was  happy  at  Copeland  Creek,  planned  to  be  there  the  rest  of  my 
life.  I  didn't  sleep.  It  affected  my  heart.  It  was  a  terrible  nervous  shock.  I  felt 
the  end  of  the  world  had  come." 

*  Edith  Bourne,  age  75,  stayed  as  her  rent  increased  from  $137  to  $329:  "I  cut  back 
everywhere.  Cut  down  on  food,  newspapers,  magazines.  Cut  back  on  clothing 
and  health  care,  medicine. ...I  am  still  very  sick  because  of  the  bad  treatment. 
They  treated  us  less  than  dust,  uo  respect  for  people  without  money.  It  was  just 
heartbreaking  to  see  people  leave.  They  had  no  place  to  go,  no  place.  One  couple 
moved  to  a  horrible  hotel  in  San  Francisco....!  sat  and  cried  many  nights. 
There's  so  little  one  can  do.... I  cried  not  only  for  myself  but  for  others.  Many 
people  passed  away  because  of  the  stress.  I  came  close  to  dieing." 

*  Mary  Jane  Davis,  age  71,  stayed  as  rent  increased  from  $164  to  $350:  "I  am  a 
very  economical  person.  I  cut  back  on  phone  calls.  I  went  to  Salvation  Army 
brown  bags  for  food  every  week.  I  got  SSI  because  I'm  disabled.. ..In  November, 
1987,  I  finally  got  Section  8.  Many  others,  however,  couldn't  wait  any  longer  and 
moved  back  to  their  families.. ..The  minute  an  older  person  moves  out  a  younger 
person  moves  in.... The  only  way  I  will  move  out  is  feet  first... A  lot  of  people 
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worried  and  were  stressed  out  and  that  may  have  contributed  to  their  deaths.  Ten 
people  passed  away  in  1988." 

Village  Green  Apartments,  Sonoma:  The  story  of  this  41-unit  elderly  complex, 
located  not  far  from  Copeland  Creek,  is  really  the  story  of  two  tenant  populations. 
The  first  group  of  49  tenants  was  notified  in  February,  1986,  that  the  project  would 
be  converted  to  market  rents  within  12  months  because,  stated  the  owner,  "after 
seven  years  there  will  no  longer  be  a  tax  shelter  to  the  investors  in  as  much  as  the 
depreciation  deduction  will  have  decreased."  In  1979,  the  same  owner,  in  arguing 
for  the  project,  had  written  the  city  council  that  "this  segment  of  the  population 
(seniors)  has  been  receiving  the  shortest  end  of  the  stick,  first,  because  they  have 
no  way  of  combating  inflation  and,  second,  because  our  society  simply  tends  to 
move  them  aside.. .out  of  our  way." 

The  tenants  in  Village  Green,  like  Copeland  Creek,  were  devastated  when  they 
received  the  news.  Their  average  contribution  toward  rent  was  $223  per  month 
and  after  prepa3rment  would  double  to  $479,  about  64  percent  of  the  average 
household  income.  There  was  a  feeling  of  betrayal.  Many  had  lived  there  over 
five  years  and  had  developed  a  close  sense  of  community.  The  complex  was 
convenient  to  shopping,  doctors,  entertainment  and  other  services  that  seniors 
need.   There  were  long  waiting  lists  for  the  area's  other  subsidized  housing. 

The  city  explored  various  options  to  preserve  the  project,  including  acquiring  it 
with  CDBG  funds,  creating  a  rent  subsidy  program  with  redevelopment  agency 
revenues  and  condemning  the  property  and  forcing  a  sale  under  eminent 
domain.  In  the  end,  the  decision  was  made  to  press  ahead  with  plans  to  build  a 
city-owned  development  for  the  elderly.  Meanwhile,  the  owner  offered  to  move 
some  of  the  neediest  tenants  into  a  new  FmHA  he  was  developing  on  the  outskirts 
of  town  and,  in  April,  16  households  opted  to  relocate,  although  it  meant  less 
convenience  and  higher  rents.  They  were  replaced  by  a  new  group  of  tenants 
who,  in  general,  had  somewhat  higher  monthly  incomes  and  paid  more  for  rent. 

Local  officials  sought  xuisuccessfully  to  procure  Section  8  subsidies  for  those 
tenants  who  could  qualify.  At  the  end  of  May,  FmHA  accepted  the  owner's 
request  to  prepay.  But  before  the  prepayment  was  finalized.  Congress  adopted  a 
temporary  moratorium  on  further  prepayments,  effective  for  a  nine-month  period 
through  June,  1987;  it  was  extended  several  times  more  for  short  periods  through 
the  end  of  that  year.  The  owner  appealed  to  the  Agency  on  nvunerous  occassions 
to  waive  the  ban  and  expedite  the  prepayment  process,  but  approval  was  denied. 
All  the  while,  the  53  remaining  tenants  were  left  hanging,  as  the  expected  date 
when  the  rents  might  increase  kept  changing. 

Finally,  in  November,  FmHA  allowed  the  prepayment  within  a  small  window  of 
several  days  when  the  moratorium  had  lapsed,  although  arguably  the  Agency 
was  precluded  from  processing  the  request.  Two  months  later,  when  all  existing 
leases  had  expired,  the  new  rent  schedule  was  activated.  Although  the  owner 
claimed  there  would  be  virtually  no  displacement — "we  have  met  the 
displacement  issue  head-on  and  have  won" — nine  households  eventually  were 
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displaced  because  of  an  inability  to  absorb  the  higher  rent.  Six  of  these  had  rent 
burdens.  Among  those  who  stayed,  17  immediately  experienced  rent  burdens, 
paying  on  average  58  percent  more  than  they  had  before  the  units  were 
deregulated.  Eventually,  19  households  received  Section  8  assistance. 

*  Mary  Irvine,  age  89,  stayed  as  rent  increased  from  $198  to  $465,  later  receiving 
Section  8:  "The  prepayment  was  disastrous.  When  people  moved  into  Village 
Green  8  or  9  years  ago  they  thought  they'd  be  there  for  life.... A  few  people  died  or 
became  very  ill  as  a  result  of  the  stress.  One  went  into  the  hospital  as  the  result  of 
a  heart  attack  and  one  got  rickets,  a  nervous  disorder,  from  worrying.  Another 
one  died. ...There  was  much  despair  among  many  tenants  for  a  long  while." 

*  Edith  Dickie,  age  79,  moved  in  with  a  niece  in  Oregon,  returned  to  Village  Green 
and  finally  relocated  to  a  nearby  FmHA  project:  "When  we  moved  into  Village 
green  we  thought  we'd  live  there  for  the  rest  of  our  lives.  Some  people  really 
suffered  emotionally.  One  woman  went  into  a  slump,  had  a  heart  attack  gmd 
died.  A  man  cried  inconsolably,  then  passed  away.   A  couple  of  others  died." 

*  Ruth  Workman,  age  72,  moved  into  an  FmHA  project  in  Idaho:  "It  was 
terrible....  I  was  worried.  I  didn't  want  to  leave  since  I  had  gotten  rid  of  my  car 
because  it  was  so  convenient.  It  was  quite  upsetting.  Being  upset  caused  people 
to  die.  Dixie  Potter,  William  Long.  Dixie  soon  had  a  heart  attack.  Helen  Patterson 
was  put  into  the  hospital  right  after  she  received  the  letter.  She  got  shingles. 
Gladys  Stiller  died  because  of  the  upset.  Florence  Kukus  due  to  the  rent  increase 
to  Southern  California.  She  moved  in  with  her  family  and  then  they  put  her  in  a 
rest  home.   She  died  soon  after." 

*  Mary  and  Louis  Azevedo,  ages  79  and  71,  stayed  as  rent  increased  from  $282  to 
$580  until  they  received  Section  8:  "We  didn't  know  where  we  would  go  or  how  we 
would  pay  it  when  the  housing  authority  called... .That's  why  people  are  out  on 
the  streets. ...It's  hard  when  you  have  biUs  from  a  long  time  ago  and  move  into 
low-income  housing  to  make  it  easier  and  then  they  raise  the  rents.  The 
manager  tried  to  move  us  into  a  l-bedroom,  but  my  doctor  wrote  a  note  that  said 
due  to  our  health  problems  we  needed  separate  bedrooms." 

*  Juanita  Melendez,  age  70,  stayed  as  rent  increased  from  $198  to  $470,  until  she 
moved  into  a  nearby  FmHA  project  (interviewed  daughter):  "My  mother  didn't 
have  enough  money  to  pay  for  food  and  utilities.  Myself  and  my  brother  had  to 
help  her  out. ...I  began  calling  all  over  the  county  trying  to  find  subsidized 
housing.. ..I  was  told  their  were  waiting  lists  or  no  vacancies.  I  didn't  know  this 
could  happen  to  seniors.  I  got  very  upset  with  people  when  I  called  for  housing 
for  my  mother.  How  could  a  senior  pay  rent,  food,  utilities  on  $560  a  month? 
Before  this  problem  with  my  mother  I  didn't  know  how  badly  seniors  are  treated." 

Mission  Terrace  Apartments,  Boyes  Hot  Springs:  This  36-unit  elderly  complex 
was  perhaps  most  typical  of  the  projects  that  were  prepaid  during  this  period. 
After  providing  the  required  notice,  the  project  was  quietly  removed  from  the 
FmHA  inventory;  no  media  coverage,  no  community  outcry  and  no  government 
assistance.  The  tenants  were  left  to  fend  for  themselves. 
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Prior  to  prepajmaent,  over  90  percent  of  the  tenants  had  very  low  incomes  and  the 
average  length  of  occupancy  was  nearly  six  years.  The  average  tenant  rent  was 
$149.  After  prepayment,  the  average  unit  rent  more  than  doubled  to  $381.  28  of 
the  36  households  were  displaced  because  of  the  rent  increase  and  29  percent  of 
these  had  to  move  twice  or  morer  about  a  quarter  ended  up  living  with  family  or 
friends.    Over  40  percent  of  all  households  experienced  rent  burdens. 

*  Althea  Gardner,  £ige  76,  stayed  for  one  month  as  rent  increased  from  $83  to  $450, 
then  moved  several  times  before  finding  another  FmHA  project:  "I  was  very 
upset.  I  moved  three  times  in  one  month  before  I  found  a  place.  It  took  me  six 
months  to  recover  from  the  stress.  It  was  a  dirty  deal.  Both  of  my  daugthers  at 
different  times  took  me  all  over  the  Bay  Area  looking  for  a  place.. ..They  should 
have  given  us  a  much  longer  time  to  find  a  place.. ..After  the  prepayment  I  moved 
into  a  1-bedroom  from  my  2-bedroom....The  new  owner  came  into  my  apartment. 
He  was  a  tall,  large  man  who  stood  over  me  and  when  I  asked  for  more  time  to 
pay  the  rent,  he  threatened  me  in  a  loud  voice  to  take  me  to  court." 

*  Marie  Gorey,  age  78,  stayed  in  her  2-bedroom  apartment  until  her  husband  died, 
moved  into  a  1-bedroom  apartment  and  then  a  HUD  project  outside  the  area:  "It 
would  have  changed  my  entire  way  of  life  to  pay  three  times  my  current  rent.  I 
loved  Sonoma.  I  was  active  in  bridge  and  golf.. ..My  daughter  called  around  the 
Bay  Area  for  low-income  senior  housing.  We  visited  15  to  20  projects  in  one 
day.... Emotionally  the  sale  was  a  trauma.  All  of  us  at  Mission  Terrace  expected 
that  we'd  always  be  there.  I  had  Uved  in  Sonoma  for  24  years." 

*  Segundina  Gatsellan,  age  86,  stayed  as  rent  increased  from  $109  to  $350  until 
she  moved  into  a  nursing  home  (interviewed  daughter-in-law):  "Segundina  did 
not  want  to  move... .She  was  very  worried.  She  asked  me  all  the  time  how  she  was 
going  to  pay  one  bill  or  another.  I  started  paying  for  some  of  the  food.  She  does  not 
have  any  money  in  the  b£uik  because  it  has  all  been  going  to  rent  and  utilities.  The 
rent  has  been  raised  three  times  in  the  past  two  years.. ..Segundina  entered  a 
nursing  home  for  treatment  of  a  stroke  and  paralysis.  She  doesn't  remember  who 
visits  her  or  understands  things." 

*  Eve  Hallet,  age  70,  stayed  for  one  month  as  rent  increased  from  $136  to  $350,  then 
moved  into  another  FmHA  project:  "It  was  quite  a  shock  that  something  like  this 
could  happen.. ..I  wasn't  planning  on  having  to  come  up  with  almost  $1,000  in  the 
space  of  45  days  to  pay  the  rent  at  Mission  Terrace  and  move  into  a  new  place.  I 
was  lucky  to  have  my  daughters  help  me  out.  Some  of  the  others  at  Mission 
Terrace  had  to  live  with  their  families." 

*  Dorothy  Jennings,  age  80,  moved  in  with  a  fiiend  and  then  into  a  city-owned 
project:  "I  got  out  before  the  rent  increase.  I  was  so  upset  I  didn't  stop  to  think.  I 
got  very  rattled.. ..I  moved  in  with  a  finend  smd  Uved  there  for  about  a  year.  It 
didn't  work  out.. ..I  felt  like  a  boarder.  We  didn't  get  along.  I  wasn't  at  all 
happy.. ..I  never  lived  with  another  person  unrelated  before." 

Jamestown  Apartments,  Jamestown:  The  stuggle  of  the  80  tenants  who  occupied 
this  40-unit  complex,  located  in  the  high-growth  Sierra  Nevada  foothills  area. 
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perhaps  did  more  to  focus  national  attention  on  the  prepayment  issue  than  any 
other.  In  November,  1985,  FmHA  agreed  to  accept  prepayment  in  full.  Six 
months  later  the  tenants  received  official  notification  from  the  owners  that  the 
project  had  been  sold  to  a  group  of  investors  called  the  955  Partnership,  which 
consisted  of  the  same  general  partner  and  many  of  the  same  limited  partners  as 
had  the  original  ownership  entity.  The  955  Partnership  had  previously  bought 
two  other  FmHA  projects  that  were  prepaid.  Rents  were  to  increase  in  July. 

Unlike  Copeland  Creek,  Village  Green  and  Mission  Terrace,  seniors  were  in  the 
minority.  The  average  length  of  occupancy  for  all  households  was  about  three 
years.  83  percent  had  very  low  incomes  and  nearly  90  percent  received  FmHA 
rental  assistance.  After  prepayment,  even  with  a  six-month  $50  monthly  rebate 
offered  to  existing  tenants,  the  average  rent  was  scheduled  to  triple  from  $132  to 
$408.  From  the  time  FmHA  approved  the  prepayment  request  up  to  the  actual 
prepayment  date,  one-  third  (14)  of  the  units  turned  over  and  at  least  ten  of  these 
households  departed  due  to  the  new  rents.  They  were  instantly  replaced  by  other 
low-income  families,  who  while  aware  of  the  inevitability  of  huge  rent  hikes  were 
still  eager  to  move  in  given  the  shortage  of  such  housing  in  the  area. 

Local  officials  were  soon  joined  by  Congressman  Rick  Lehman,  a  member  of  the 
House  Subcommittee  on  Housing,  in  the  effort  to  preserve  the  complex.  A  special 
Congressional  hearing  on  prepayments  was  held  in  Jime.  Nvmaerous  entreaties 
were  made  to  HUD  to  free  up  Section  8  assistance,  but  to  no  avail.  In  August, 
Lehman  introduced  the  Rural  Rental  Housings  Displacement  Prevention  Act  of 
1986  to  forestall  future  prepayments. 

But  for  the  tenants  of  Jamestown,  itself,  the  action  was  too  late.  Upon  the  advise 
of  a  local  legal  services  attorney,  many  withheld  the  higher  rental  payment  and 
were  soon  served  up  eviction  notices.  Some  were  forcibly  evicted,  others  left 
volxmtarily  and  still  others  managed  to  scrape  together  enough  to  stay  on  a  bit 
longer,  at  least  until  the  rebate  expired.  Within  a  year  afi;er  the  prepayment,  38  of 
the  40  households  had  left.  35  cited  the  inability  to  pay  the  new  rent  as  the  major 
reason  for  departing.  More  than  half  (58  percent)  had  to  relocate  twice  or  more; 
34  percent  eventually  foimd  assisted  housing,  24  percent  moved  into  market  rent 
housing  and  30  percent  moved  in  with  fgunily  and  friends.  About  one-half  (47 
percent)  of  those  paying  rent  after  being  displaced  experienced  rent  burdens. 

*  Martha  Sims,  age  75,  moved  into  two  different  FmHA  projects:  "I  was  very 
happy  at  Jamestown.. ..If  I  stayed  I  wouldv'e  had  nothing  to  live  on.  I  had  to  pay 
car  insurance.. ..I  moved  into  Sonora  Apartments  but  had  to  move  out  because  of 
my  asthma.  It  was  too  damp. ...I'm  still  not  settled.. ..I  still  have  mental  and 
physical  problems.  I'm  moving  to  Tuolumne  City  but  it  will  be  farther  from 
shopping,  medical  care  and  my  exercise  class.    I  can't  handle  cold." 

*  Edmund  Wittman,  age  83,  moved  into  another  FmHA  project  where  he  died 
(interviewed  nephew):  "He  couldn't  have  afforded  the  new  rent.  His  total  income 
was  $409  a  month. ...It  was  devastating  to  him.  He  had  sold  his  house  in 
Pennsylvania  and  was  living  on  his  savings.  It  was  extremely  difficult  because 
he  almost  couldn't  eat.  He  couldn't  have  done  it  without  my  help.  It  was  a  hell  of 


84 


an  emotional  upset.  He  cried.  I  did  the  best  that  I  coiold.  He  was  very  nervous 
and  upset.. ..He  had  a  heart  attack.   It  couldv'e  been  related." 

*  Inez  Lewis,  age  85,  stayed  as  rent  increased  from  $97  to  $325  and  then  moved 
into  another  FmHA  project  where  she  died  (interviewed  daughter):  "I  helped  her 
to  get  an  apartment....It  was  terrible  at  Sierra  Village.  She  got  sick  because  it 
was  so  cold.  There  were  lots  of  mice.  They  didn't  clean  the  apartment  from  the 
prior  tenant.  It  was  dark.. ..Kids  would  knock  on  her  door  and  terrorize  her.. ..I 
had  my  hands  full.  She  would  cry  all  the  time  when  she  moved  to  Sierra.  It  tore 
her  apart.  She  wasn't  the  same  after  she  moved.  I  foiond  her  dead  in  her 
apartment.  Before  she  was  always  outside  in  the  yard.  She  was  afraid  she  was 
going  to  end  up  in  a  rest  home.. ..She  wanted  to  be  taken  out  of  Sierra." 

*  Mildred  Algire,  age  74,  moved  to  another  FmHA  project:  "As  a  senior  this  rental 
increase  was  very  upsetting.  It  does  something  to  you  that  is  hard  to  explain.  It 
is  a  terrible  and  horrible  thing.  One  week  after  I  moved  into  Sierra  Village  I  went 
into  the  hospital  for  a  week  to  be  treated  for  emotional  and  physical  stress  due  to 
the  move.  I  hope  to  God  that  nothing  like  that  happens  at  Sierra  Village." 

Conclusion 

The  stories  of  individual  seniors  offer  living  testimony  to  the  nightmare  of 
prepayment.  In  svmimary,  the  elderly  tenants  we  interviewed  experienced  four 
major  negative  impacts  resulting  from  a  chmate  of  unregulated  prepajnnent: 

Rent  Burden:  For  seniors  who  were  not  assisted  and  on  fixed  incomes,  rents 
immediately  doubled,  tripled  or  even  quadrupled  Uterally  overnight.  In  tangible 
terms,  this  meant  cutting  back  on  basic  necessities,  such  as  food,  clothing  and 
medical  care,  and  reducing  expenditures  on  recreation  and  other  leisure 
activities.  It  meant  devising  often  undignified  ways  to  financially  cope  in  order  to 
avoid  further  dependence  on  outside  sources  of  support. 

Displacement:  Elderly  tensmts,  many  of  whom  had  resided  in  the  same  project 
for  up  to  10  years,  were  uprooted  against  their  will  because  of  rents  that  were 
impossible  to  meet.  Most  had  thought  they  would  be  spending  their  remaining 
years  in  comfort  and  security.  Many  had  previously  sold  homes,  furniture  and 
other  possessions  in  order  to  move  into  their  apartments.  None  contemplated  that 
they  would  have  to  move,  often  multiple  times  and  at  great  distances,  to  find  other 
appropriate  housing.  Displacement  meant  physical  separation  from  close 
personal  networks  that  had  been  developed  in  the  project,  from  family  and 
friends,  from  doctors  and  social  activities.  It  meant  settling  for  other  housing  of 
lower  quality,  lower  comfort  and  lower  accessibility. 

Loss  of  Independence:  The  inability  to  maintain  financial  independence  was  a 
devastating  jolt  to  almost  all  seniors.  Those  who  remained  in  the  project  or  moved 
to  other  market  rent  housing  and  received  no  public  assistance,  once  their 
meager  savings  were  expended,  were  entirely  dependent  upon  the  largesse  of 
others.  For  those,  who  could  not  find  receive  such  support,  the  only  other 
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alternative  short  of  ending  up  as  public  wards  in  nursing  homes  was  to  move  in 
with  family  or  friends.  But  this  typically  meant  living  in  crowded,  noisy 
conditions  with  little  privacy.  It  meant  a  deep  loss  of  self-respect. 

Transfer  Trauma:  Finally,  the  testimony  of  tenants  in  all  four  projects  offered 
startling  evidence  of  the  physical  and  emotional  hardships  caused  not  only  by 
displacement,  but  by  the  threat  of  it.  Many  felt  that  the  high  coincidence  of  deaths 
and  illness  among  their  neighbors,  as  well  as  their  own  personal  illness,  was 
directly  related  to  the  trauma  of  having  already  vulnerable  lives  irrevocably 
disrupted,  literally  tiirned  upside-down. 

If  this  problem  is  to  be  avoided  in  the  future,  Congress  must  act  now  to 
permanently  restrict  prepayment  of  all  HUD  and  FmHA  projects.  The  Senate  bill, 
S.  566,  which  is  now  being  considered  in  Conference  Committee,  proposes 
protections  that  offer  owners  a  fair  return  while  ensuring  the  elderly  are  not 
needlessly  kicked  out  on  the  streets  when  the  decision  is  made  to  cash  in  on  these 
highly  appreciated  properties.  The  House  bill,  H.R.  5157,  on  the  other  hand, 
would  authorize  a  voluntary  process  that  will  result  in  massive  tenant  hardship. 

It  is  a  mistake  to  view  these  properties  as  one  would  any  unregulated  market 
property;  imregulated  market  properties  were  not  built  with  one  percent  loans 
having  90  percent  loan-to-value  ratios,  FHA  mortgage  insurance  and  government- 
guaranteed  rental  payments,  on  top  of  already  handsome  tax-sheltered 
depreciation  benefits.  Congress  should  not  lose  sight  of  whom  the  1949  Housing 
Act  and  subsequent  Acts  intended  as  the  prime  beneficiaries  of  the  federal 
housing  effort. 

To  protect  this  nation's  elderly  who  occupy  such  a  large  percentage  of  the  low- 
income  housing  inventory,  Congress  must  pass  S.  666.  To  do  otherwise  is  to  call 
into  serious  question  the  moral  character  and  conunitment  of  this  country  to 
protecting  our  valued  senior  citizens  in  their  twilight  years. 

Thank  you  for  the  opportunity  to  submit  this  testimony. 
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RURAL  HOUSING  AFFECTED  BY  PREPAYMENT 


Prepayment  Hits  Countryside  Hard 


BY  ROBERT  WIENER 

Scveniy-lhrce  year  old  Edilh  Bourne 
was  one  of  ihe  veierans  in  her  apart- 
menl  building,  havinglivedlhercsince 
1977.  Like  ihc  oihcr  tcnanls  in  ihis  seniors 
complex,  she  paid  only  25  percenl  of  her 
income  for  rem.  wiih  ihe  balance  subsi- 
dized by  ihc  U.S.  Farmers  Home  Admini- 
suation  (FmHA).  When  the  pri- 
vate owner  of  the  project  prepaid 
the  50-ycar  FmHA  mortgage,  her 
rent  more  than  doubled  from  S 1 37 
lo  S306.  about  56  percent  of  her 
monthly  income  of  $549.  Since 
there  were  no  other  affordable 
rentals  in  the  aica.  Edith  decided 
to  Slay  on  as  long  as  she  could, 
cutting  back  on  food. clothing  and 
medical  care  until  she  finally  re- 
ceived Section  8  assistance  a  year 
later.  Others  weren't  so  lucky.  It 
was  just  "heanbreaking"  to  see 
people  leave,  she  said.  They  had 
no  place  to  go. 

Other  California  tenants  were 
similarly  affected.  Edith  Dickie,  a 
77-ycar  old  tenant,  received  no- 
tice that  her  rent  could  go  up  from 
S198  to  S470.  Her  monthly  in- 
come was  Sj79.  M^y  seniors 
thought  that  when  they  moved  in 
it  would  be  for  life.  They  were 
shocked  when  the  owner  first 
notified  them  tliat  the  loan  was 
being  prepaid.  Many  p.^nicked. 
Some  suffered  emotionally  and  a 
few  died  or  became  very  ill  as  a 
result  of  Ihe  stress.  Edith  left. 
because  she  couldn't  afford  the 
anticipated  new  cent,  to  live  with  a 
niece  in  another  stale.  When  that 
didn't  work  out  she  moved  back,  eventu- 
ally into  a  nearby  FmHA  project. 

Jcri  Lynn  Radovich. a  25-ycar  old  single 
moiiicr  Willi  a  child  who  was  residing  in  a 
third  complex,  got  the  news  that  her  rent 
would  almostquadruple  from  SS2  lo  S325. 
That  would  have  consumed  over  three- 
fourths  of  her  monthly  income  of  S425. 
Forced  to  move,  at  various  limes  she  lived 
widi  her  mother,  sister,  grandparents  and 
friends  during  tlie  two  years  since  the  pre- 


payment, a  period  that  she  said  felt  more 
like  10  years.  Jcri  had  to  give  up  her  son 
becauscof  the  insiability.since  she  couldn't 
provide  him  a  proper  home.  She  is  still 
having  emotional  problems  to  this  day. 

Each  of  these  three  tenants  was  a  casu- 
alty of  federal  housing  and  tax  policies 
adopted  in  the  1960s  and  1970s.  Even  be- 
fore the  term  "prepayment"  entered  the 


popular  consciousness  in  the  latter  pan  of 
Ihe  19S0s.  there  had  been  a  rural  prcpay- 
mciil  problem  for  more  than  10  years.  (Pre- 
paynicnl  refers  lo  Uic  possible  early  pay-off 
of  HUD  mortgages  and  loss  of  subsidy  in 
assisted  units.) 

Between  1972  and  1986.  in  hundreds  of 
small  communities  across  thecounu-y,  over 
900  mortgages  financed  through  the  FmHA 
Section  515  rental  housing  program  were 
quietly  being  paid  off  and  unils  originally 


built  and  subsidized  to  serve  elderly  and 
low-income  tenants  were  being  convened 
to  marketratcs.  By  the  time  Congress  placed 
a  moratorium  on  further  prepayments  of 
FmHA  housing  at  the  end  of  1986.  more 
than  7.600  units  had  already  been  prepaid, 
most  of  ihem  since  1982.  and  thousands  of 
rural  tenants  had  already  paid  the  price. 

A  Flaw  in  Ihe  Design 

As  early  as  1949.  Congress 
recognized  the  uniqueness  of  ru- 
ral America  and  its  housing  con- 
ditions by  the  creation  of  a  sepa- 
rate structure  of  housing  assis- 
tance under  the  U.S.  Farmers 
Home  Administration  (FmHA). 
This  uniqueness  is  reflected  in  the 
Section  515  Rural  Rental  Hous- 
ing program,  created  by  the  Sen- 
ior Citizens  Act  of  1962  to  pro- 
vide long-term  rental  or  coopera- 
tive housing  for  low-income  sen- 
iors and  later  broadened  to  in- 
cludeall  low-income  households. 
The  Section  515  program  pro- 
vided direct  subsidized  loans  to 
nonprofit  sponsors  to  stimulate 
production  of  low-income  hous- 
ing. At  first  the  note  rale  was  set  at 
three  pcrcenL  Later,  in  1968. 
FmHA  effectively  reduced  the 
loan  rale  lo  as  low  as  one  percenl. 
For-profitsponsorscouldalsopar- 
ucipaic  in  the  program,  but  only 
received  loans  at  the  prevailing 
government  lending  rale  lo  build 
housing  that  wasof  a  more  moder- 
ate- or  middle-income  character. 
Direct  loans  were  a  rcs|)onsc  to 
_  the  reality  of  severe  shortages  of 
private  capital  in  rural  areas,  due 
in  part  lo  the  absence  of  financial  insiiiu- 
lions.  "rctllming"  practices  and  the  rcla- 
livcly  lower  incomes  of  rural  people  com- 
p.iretl  10  ciiy  dwellers. 

However,  at  ilie  same  time  Congress 
authorised  the  Seciion  515  program  it  also 
affirmed  that  FmHA  was  lo  act  only  as  the 
lender  of  last  resort.  Project  owners,  there- 
fore, were  required  to  prepay  their  loans 
whenever  llicy  coiiUI  ohiiiin  private  credit 
on  rc.isonubic  terms  and  conditions.  Where 
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prcpaymcni  occurs,  ihc  underlying  subsi- 
dies —  inicrcsl  credits  — arc  icrminated, 
along  wiih  (he  governmcnl's  ability  lo 
rcgulaic  rcnis.  Moreover,  unlike  HUD  len- 
anis  who  retain  their  Section  8  rent  subsi- 
dies even  if  the  project  mortgage  is  prepaid, 
recipients  of  FmHA  rental  assistance  pay- 
ments immediately  lose  the  additional 
subsidy  upon  prcpaymcni.  This  "gradu- 
ation" provision  had  no  parallel  within  the 
HUD  programs,  which  locked  owners  into 
their  mortgages  for  at  least  20  years. 

During  the  first  10  years  of  the  Section 
515  program  tliere  was  little  likelihood  of 
prepayment  or  tenant  displacemenL  Non- 
profit borrowers  were  unlikely  to  be  eli- 
gible for  private  financing  that  would  en- 
able them  10  graduate  from  the  program 
and.  in  any  event,  wen;  achieving  their  goal 
of  providing  affordable  housing.  There- 
fore, there  was  virtually  no  danger  tliat 
owners  would  seek  to  prepay  solely  for  the 
purpose  of  converting  the  housing  to  mar- 
ket rates.  Likewise,  since  for-profit  bor- 
rowers already  held  FmHA  market  rale 
loins,  prepayment  of  these  loans  and  re- 
placement with  commercial  loans  would 
have  little  impacton  tenants'  rents.  In  other 
words,  the  program  was  working  essen- 
tially as  intended  — stimulating  housing 
production  and  providing  a  dependable 
housing  resource. 

In  1 972,  however,  when  Fm  H  A  decided 
a<hiiini.-ilrjtivclyt(>pruvi(k;subsidi/cdl();iiis 
10  limited-profit  entities,  the  danger  be- 
came very  real.  A  peculiar  contradiction 
resulted.  While  continuing  to  recognize  the 
need  forcapiial  to  stimulate  housing  for  the 
rural  poor.  FmHA  was  still  mandated  to 
accept  and,  indeed,  lo  encourage  prepay- 
ments, but  without  consideration  of  the 
tragic  consequences  for  the  very  low-in- 
come occupants  that  the  subsidized  loans 
were  intended  to  help. 

For  investors,  the  Section  5 1 5  program 
made  gre;n  scn.sc.  Limited-profit  borrow- 
ers could  receive  very  low-iniercsl  loans 
with  a  mere  five  percent  equity  contribu- 
tion, guaranteed  rental  payments  and  the 
opportunity  to  shelter  other  income  against 
depreciation  losses.  In, exchange,  they 
needed  only  to  agree  lo  lower  rents.  Once 
the  pro[)erly  had  sufficiently  appreciated  or 
the  tax  shelter  benefits  had  expired,  usually 
in  seven  lo  10  yaus,  borrowers  could  pre- 
pay without  restriction. 


Since  1979.  Congress  has  .sought  to 
obviate  this  problem.  That  year,  legislation 
was  introduced  lo  forbid  prepayment  of  all 
existing  and  subsequent  Section  515  proj- 
ects, effectively  ensuring  the  low-income 
character  of  these  projects  for  the  full  50- 
year  mortgage  term. 


For  investors,  the 
Section  515  program 
made  great  sense... 
low-interst  loans  with 
a  mere  five  percent 
equity  contribution, 
guaranteed  rental  pay- 
ments and  the  opport- 
unity to  shelter  other 
income  against  depre- 
ciation losses. 


The  measure  was  fully  sup|X)rtcd  by 
FmHA  Administrator  Gordon  Cavanaugh. 
who  wrote  that  the  Agency  had  .nctcd  in 
I972"wilhoutsufficicnl  foresight"  when  ii 
authorized  provision  of  subsidized  loans  to 
limited-profit  sponsors.  After  prolonged 
debate  that  kept  Congrcssat"sword 'sedge" 
for  months,  the  measure  became  law.  B  ut  in 
the  following  year,  strenuous  opposition 
from  the  building  industry  resulted  in  re- 
peal. Instead,  a  20-ycar  use  restriction  was 
placed  on  all  subsequent  projects,  hut  prc- 
1980  projects  were  still  allowed  to  prepay 
atwill.  Almost  20O.(«)0  units  — half  of  all 
the  units  in  the  current  Section  515  inven- 
tory —  fall  into  die  pre- 1980  category. 

ThePriceofPrepaynient 

The  consequences  of  FmHA's  decision 
and  Congress'  indecision  were  devastat- 
ing From  August.  1988.  tlirough  March. 
1989,  a  study  was  underuikentodeienninc 


thc  disposition  of  some  450  rcsidcnis  who 
occupied  five  former  Section  5 1 5  projects 
in  California  that  were  prepaid  in  1 986  and 
1987  within  the  year  preceding  die  actual 
prepayment  In  total,  thirty-nine  projects 
were  prepaid  in  ihe  slate.  Detailed  inter- 
views were  conducted  with  aboul  200  of 
the  resiilenis  who  had  since  vacated  their 
uniLs,  either  prior  to  or  after  the  prepay- 
ment What  emerged  wasa  lilany  of  severe 
financial,  emotional  and  physical  hardships 
—  the  real-life  struggles  of  people  trying  to 
cope  widi  displacement  or  the  threat  of  it. 
Three  of  tlieprojecisare  highlighted  below. 

Copeland  Creek  Ap:irlnients,Riihnert 
Park:  In  the  spring  of  1985,  die  owners  of 
this  II  5-unii  complex,  located  in  a  rapidly 
urbanizing  area  north  of  San  Francisco, 
petitioned  lliecity  council  and  FmHA  with 
a  proposal  to  split  the  parcel  into  54  market 
rem  units,  citing  di.ssatisfaction  with  dieir 
current  rate  of  return.  When  this  proposal 
was  rejected,  as  well  as  an  alternative  pro- 
posal to  decontrol  die  units  as  they  were 
vacated,  the  owners  announced  in  die  fall 
that  ihcy  would  prepay  and  sell  by  the  end 
of  the  year. 

Tlie  130  tenants  of  this  elderly  project 
were  sluxjkcd.  More  than  80  percent  of 
llicni  had  very  low  incomes  (50  percent  or 
less  of  the  area  median)  and  paid  an  average 
of  SI 76  a  iiionili.  Most  had  lived  in  the 
complex  for  six  or  more  ycais.  Alter  prc- 
paymcni, the  average  rent  would  increase 
by  an  additional  S242  a  month.  Tlic  tenants 
ori;ani/cd.  In  October,  they  subniincd  a 
pel  il  ion  with  1 1 3  names  lo  their  federal  and 
.stale  representatives,  suite  and  local  hous- 
ing officials  and  the  media.  They  stormed 
city  council  meetings. 

Tlic  city  council,  recognizing  dial  Uicrc 
was  no  longer  a  po.ssibilily  of  retaining  the 
units  under  the  Section  515  program  and 
that  the  intended  buyer  would  be  under  no 
obligation  to  keep  die  units  al  fordablc  with- 
out a  quid  pro  quo.  rco|x;iicd  negotiations 
on  the  parcel  split.  Finally,  after  months  of 
heated  discussions,  a  development  agree- 
ment was  concluded  at  die  end  of  March, 
19X6.  In  exchange  for  permission  to  build 
the  additional  units,  die  new  owner  agreed 
10  freeze  existing  rents  for  three  mondis. 
Tliercafier,  he  could  raise  rents,  but  not  to 
c.xcced  an  average  of  S36()  per  household 
until  the  end  of  1990  when  all  rent  rcstric- 
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lions  would  expire.  Vacated  units  were  to 
be  made  available  to  elderly  tenants  for  the 
first  ihiny  days  and  to  any  household  fol- 
lowing that  period. 

Inthcmeaniime.whilenegotiationswere 
proceeding,  tenants  were  panicking.  Alto- 
gether. 48  of  the  households  (42  percent) 
were  ullimaicly  displaced  because  of  their 
inability  to  pay  ihc  new  rents.  One-ihird  of 
these  had  to  move  twice  or  more  since 
displacement.  About  one-haJf  eventually 
found  subsidized  housing  and  one-fourth 
had  to  move  in  with  family  and  friends.  A 
quarter  experienced  rent  burdens,  meaning 
they  paid  more  than  30  percent  of  their 
income  for  rcnL  For  those  who  stayed  and 
paid  an  average  S360  monthly  rem,  most 
had  to  wait  a  year  before  Section  8  assis- 
limce  was  fonhcoming. 

Village  Green  Apartments,  Sonoma: 
What  happened  in  this  41-unii  elderly 
complex,  located  not  far  from  Copeland 
Creek,  is  really  the  story  of  two  tenant 
populations.  The  first  group  of  49  tenants 
was  nolified  in  February.  1986.  that  the 
project  would  be  convened  to  market  rents 
within  the  next  twelve  months  because, 
according  lo  the  owner,  "after  seven  years 
there  will  no  longer  be  a  tax  shelter  to  the 
investors  in  as  much  as  the  depreciation 
deduction  will  have  decreased." 

The  tenants  in  Village  Green,  like 
Copeland  Creek,  wetc  devastated  when 
llicy  received  tlie  news.  Their  average 
contribution  toward  rent  was  $223  per 
month  and  after  prepayment  would  double 
to  S479,  about  64  percent  of  the  average 
household  income.  There  was  a  feeling  of 
betrayal.  Many  had  lived  there  over  five 
years  and  had  developed  a  close  sense  of 
community.  The  complex  was  convenient 
10  shopping,  doctors,  entertainment  and 
oihcrscrviccs  thatseniois  need.  There  were 
long  waiting  lists  for  the  area's  other  subsi- 
dized housing. 

The  city  explored  various  options  to 
preserve  the  project,  but  eventually  de- 
cided to  build  a  municipal  development  for 
the  elderly.  Meanwhile,  the  owner  offered 
to  move  some  of  the  neediest  tenants  into  a 
new  FmHA  he  was  developing  on  the  out- 
skirts of  town  and,  in  April,  1 6  households 
opted  to  relocate,  although  it  meant  less 
convenience  and  higher  rents.  They  were 
replaced  by  a  new  group  of  tenants  who,  in 


general,  had  somewhat  higher  monthly 
incomes  and  paid  more  for  rent. 

At  the  end  of  May,  FmHA  accepted  the 
owner's  request  to  prepay,  but  before  the 
pay-off  was  actually  finalized  Congress 
adopted  the  moratorium,  effective  for  a 
nine-month  period  through  June.  1987  and 
extended  several  times  more  through  the 
end  of  the  year.  The  owner  appealed  to  the 
Agency  on  numerous  occasions  lo  waive 


By  the  time  Congress 
placed  a  moratorium 

on  prepayment  of 
FmHA  housing  at  the 

end  of  1986,  more 

than  7,600  units  had 

already  been  prepaid 

and  thousands  of  rural 

tenants  had  already 

paid  the  price. 


the  moratorium  and  expedite  the  prepay- 
ment process,  but  approval  was  denied.  All 
the  while,  the  53  remaining  tenants  were 
left  hanging,  as  the  expected  date  when  the 
rents  might  increase  kept  changing. 

Finally,  in  November,  FmHA  approved 
the  prepayment  within  a  small  window  of 
several  days  when  the  moratorium  tempo- 
rarily lapsed,  and  two  months  later,  after  all 
existing  leases  had  expired,  the  new  rent 
schedulewasactivated.  Aldioughtheowner 
claimed  that  there  would  be  virtually  no 
displacement,  nine  of  the  households  even- 
tually were  displaced  because  of  an  inabil- 
ity to  absorb  ihe  higher  rent.  Six  of  these 
had  rent  burdens.  Among  those  who  re- 
mained, 17  immediately  experienced  rent 
burdens,  paying  on  average  58  percent  more 
than  they  had  before  the  units  were  deregu- 
lated. Eventually,  19  households  received 
Section  8  assistance. 


Jamestown  Apartments,  Jamestown: 
The  struggle  of  the  80  tenants  who  occu- 
pied this  40-unit  complex,  located  in  the 
high-growth  Sicnra  Nevada  foothills  area, 
perhaps  did  more  to  focus  national  auen- 
tion  on  the  prepayment  issue  than  any  other. 
In  November,  1985,  FmHA  agreed  to  ac- 
cept prepayment  in  full.  Six  months  later 
the  tenants  received  official  notification 
from  the  owners  that  the  project  had  been 
sold  to  a  group  of  investors  called  the  955 
Partnership,  which  consisted  of  the  same 
general  partner  and  many  of  the  same  lim- 
ited partners  as  had  the  original  ownership 
cntiiy  The  955  Partnership  had  previously 
bought  two  other  FmHA  projccLs  that  were 
prcp.iid.  Rents  were  to  increase  in  July. 

Unlike  Copeland  Creek  and  Village 
Green,  mtst  tenants  were  young  families 
wiiii  children  and  handicapped adullsplaced 
in  lie  complex  by  the  county.  Tlieir  average 
Icnc'Ji  of  occupancy  was  about  three  years. 
83  percent  had  very  low  incomes  and  nearly 
90  percent  received  FmHA  rental  assis- 
tance. 

AfierptBpayment,evcnwithasix-month 
S50  monthly  rebate  offered  to  existing 
tenants,  the  average  rent  was  scheduled  to 
triple  from  $132  to  S408.  From  the  time 
FmH.'\  approved  the  prepayment  request 
up  to  the  actual  prepayment  date,  one-lhird 
(14)  of  the  units  turned  over  and  at  least  ten 
of  ihe.x  households  departed  due  to  the 
new  rents.  They  were  in.siantly  replaced  by 
oijicr  low- income  families,  who  while  aware 
of  the  inevitability  of  huge  rent  hikes  were 
still  eager  to  move  in  given  the  shortage  of 
such  housing  in  the  area. 

Local  officials  were  soon  joined  by 
Congressman  Rick  Lehman  (D-CA),  who 
was  vice-chairman  of  the  Hou.sc  Subcom- 
mittee on  Housing,  in  the  effort  to  preserve 
the  complex.  In  August,  Lehman  intro- 
duced the  Rural  Rental  Housing  Displace- 
ment Prevention  Act  of  1986  to  forestall 
future  prcpaymenLs.  The  struggles  of  the 
Jamestown  tenants  were  featured  at  a  Sep- 
tember hearing  and,  in  October,  Congress 
imposed  the  moratorium. 

But  for  the  tenants  of  Jamestown,  itself, 
the  action  was  too  late.  Within  a  year  after 
the  prepayment,  38  of  the  40  households 
had  left  35  cited  the  inability  to  pay  the  new 
rcntas  the  major  reason  for  departing.  More 
than  half  (58  percent)  had  to  relocate  twice 
or  more:  34  percent  eventually  found  as- 
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sislcd  housing,  24  pcrccnl  moved  inlo 
nurkci  rcni  housing  and  30  pcrccnl  moved 
in  wiih  family  and  friends.  About  one-half 
(47  pcrccnl)  of  ihosc  paying  rem  after  being 
displaced  experienced  rem  burdens. 

Congress  Knucts  A  Long-Term  Solution 
Responding  lo  rcporls  like  these  from 
California  to  Vermont,  Congress  finally 
adopted  a  longer  term  solution  in  the 
Housing  Act  of  1987.  The  Act  established 
stricter  standards  for  approving  prepay- 
ment requests  on  pre-1980  projects  and  a 
formal  process  for  preserving  the  units. 
Among  other  provisions,  ihc  Act  stipulates 
thaL- 

•  Fm  HA  is  authorized  to  of  fcr  incentives 
lo  owners  to  encourage  them  to  stay  in  the 
program  for  20  more  years,  including  a  90 
pcrccnl  equity  loan,  a  greater  rale  of  return, 
additional  interest  credit  and  more  rent 
assisuincc. 

•  When  iheowncr  still  insisted  upon  pre- 
paying, approval  could  only  be  granted  if 
the  prepayment  would  not  result  in  tenant 
displacement  and  economic  disu^ess,  ad- 
versely affect  the  local  supply  of  affordable 
housing  or  reduce  minority  housing  oppor- 
tunities. 

•  In  the  event  these  standards  could  not 
be  met,  Fm  HA  was  then  authorized  to  force 
a  sale  to  a  qualified  nonprofit  or  public 
agency  within  180  days.  The  sale  was  lo  be 
financed  tlirough  assumption  of  die  origi- 
nal loan  and  provision  of  a  second  low- 
interest  FmH  A  mortgage  for  the  difference 
between  the  current  loan  balance  and  fair 
market  value.  A  maximum  of  5,000  units 
could  be  financed  under  this  plan  per  year. 

The  prepayment  provisions  in  the  Act 
were  a  welcome  and  important  victory  for 
preservation  advocates.  But  several  key 
policy  issues  were  left  unresolved,  and 
ambiguities  and  potentials  for  abuse  still 
remain. 

Fanning  the  Flames 

The  interim  regulations  developed  by 
FmH  A  in  1988  to  implement  the  statute  did 
little  to  address  these  problems  and,  in 
some  cases, compounded  Uiem.  Rather  d)an 
encourage  buyouts  by  nonprofits  and  pub- 
lic organizations  —  a  process  diat  would 
help  ensure  long-range  affordability  —  the 
statute  gives  priority  to  costly  incentives. 

Moreover,  the  lure  of  incentives  lias 


resulted  in  a  virtual  flood  of  new  prepay- 
ment re<|ucsLs.  Since  May  23,  1988,  when 
FmHA  began  lo  accept  requests  under  the 
new  law,  owners  of  abput  200  projects  widi 
over6,800  units  in  more  than  25  states  have 
done  so.  In  California,  34  requests  were 
received  by  FmHA  in  the  final  week  of  May 
compared  to  39  requests  in  the  previous  10 
years.  In  Texas,  28  requests  were  received 
soon  after  issuance  of  the  rules. 

In  the  great  majority  of  cases,  FmHA  is 
offering  owners  the  most  expensive  incen- 
tive packages  allowable,  such  as  90  percent 
equity  loans,  which  ultimately  will  reduce 
the  total  dollars  available  for  comtruction 
of  new  units.  Only  a  handful  of  projects 
have  advanced  to  Uic  buyout  stage.  And. 
finally,  in  over  40  cases  FmHA  approved 
the  prepayment  request  during  a  period 
when  one  would  expect  few  if  any  approv- 
als. 

Housing  advocates  are  still  working  to 
resolve  these  issues.  At  the  initiation  of  the 
California  Coalition  for  Rural  Housing. 
Housing  Assistance  Council  and  National 
Housing  Law  Project,  a  National  Rural 
Housing  Preservation  Task  Force  was  rc- 
cenUy  set  up  to  preside  over  a  national 
study  of  the  FmHA  prepayment  problem 
and  make  recommendations  to  Congrass. 


The  Task  Force  will  look  at  the  magnitude 
of  the  prepayment  direat.  die  factors  dial 
influence  owner  decisions,  the  costs  of 
incentives  versus  buyouts  under  various 
scenarios  and  ways  to  fine-tune  die  current 
law.  The  study  is  funded  by  Ihe  Ford  Foun- 
dation. 

We  have  not  heard  die  last  of  die  rural 
prepayment  issue.  In  l989,Congresselimi- 
natcd  the  prepayment  option  in  all  pnaspec- 
live  Section  515  projects,  but  did  not  ad- 
dress what  to  do  about  the  more  than  50 
pcrccnl  of  the  inventory  of  units  widi  20- 
ycar  use  restrictions  dial  will  begin  lo  ex- 
pire in  10  years.  Activists  in  urban  areas 
would  be  well-advised  to  take  note  of  the 
ground-breaking  gains  dial  have  been  in 
rural  x:oinmunities,  as  well  as  die  piU'alls 
that  have  been  encountered  in  the  effort  to 
preserve  FmHA  housing  as  a  long-term 
affordable  housing  resource.  ■ 

Robert  Wiener  is  Executive  Director  of 
the  California  Coalition  for  Rural  Housing 
and  is  also  pursuing  a  doctorate  at  the 
UCLA  Scliool  of  Architecture  and  Urban 
Planning.  The  research  in  this  article 
was  conducted  with  support  from  the 
Woodrow  Wilson  National  Fellowship 
Foundation. 
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of  preserving  as  many  units  as  feasible. 

Given  NHA's  past  record,  diough,  the 
agency  will  have  to  be  closely  nionilorcd. 
According  to  Vic  DcLuca,  a  co-chair  of  the 
lyow  Income  Housing  Coalition,  beyond 
the  tangible  bcncfilsof  getting  repairs  (lone, 
the  best  pan  about  die  sctdemcnl  is  that  "it 
set  up  a  blueprint  for  going  about  gelling 
new  housing  in  Newark...  No  longercan  the 
NHA  act  ambiguously,  it  is  very  clear  what 
they  have  to  do." 

InFebru.-uy  1990.  die  NHA  delivered  its 
first  progress  report.  NHA  officials  re- 
ported that  the  agency  has  renovated  and 
rented  4 10  apartments  during  the  previous 
direc  months, and  is  moving"cxpcdiiiously" 
to  build  small  clusters  of  low-rise 
townhouscs  10  replace  several  high-rise 
structures  slated  for  demolition.  Their  goal 
is  to  renovate  and  repair  at  least  1 36  vacani 
units  per  month  for  the  next  year,  and  a 


miiiiniiiiii  of  68  units  a  month  after  dint, 
until  all  vacant  units  dial  require  only 
moderate  repair  arc  occupied. 

According  to  Newark  Councilman 
Donald  Tucker,  who  is  also  a  co-chairof  the 
Low  Income  Housing  Coalition,  "You're 
dealing  widi  a  national  case  here.  This  will 
have  repercussions  not  only  in  Newark,  but 
in  other  parLs  of  the  country."  Indeed  the 
.settlement  demonstrates  dial  the  federal 
law  that  provides  new  protections  against 
the  arbiuary  demolition  of  public  housing 
can  be  used  together  with  fair  housing  and 
civil  rights  laws  to  ensure  that  public  hous- 
ing only  be  demolished  as  a  last  resort  and 
even  then,  ih.ntsubstaniijl  progress  be  made 
toward  replacing  each  and  every  unit  be- 
fore demolition  occurs.  ■ 


Paid  Giordano  is  a  senior  attorney  at  Essex- 
Newark  Legal  Services  in  Newark,  New 
Jcr.^ey. 
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NATIONAL  LAW  CENTER  ON  HOMELESSNESS  AND  POVERTY 

918  F  Street,  N.W.,  Suite  412,  Washington,  D.C.  20004        (202)  638-2535 

Statement  of  Maria  Foscarinis 
Director,  National  Law  Center  on  Homelessness  and  Poverty 
Prepayment :   Prescription  for  Homelessness  in  the  ' 90' s 

According  to  current  estimates,  up  to  3  million  Americans  -- 
including  at  least  500,000  children  --  are  now  homeless.  The 
shortage  of  affordable  housing  is  by  far  the  leading  cause  of  the 
crisis.  Permitting  prepayment  would  severely  exacerbate  the 
problem:  it  is  a  prescription  for  homelessness  into  the  next 
century. 

During  the  19S0s,  federal  housing  programs  for  the  poor  were 
cut  by  over  75%.   At  the  same  time,  gentrif ication  eliminated 
without  replacing  --  inexpensive  units  in  the  private  housing 
market.    As   a  result,  the  poorest  of  the  poor  were   literally 
squeezed  out. 

Increasing  numbers  of  Americans  are  now  feeling  the  effects 
of  the  shortage  of  affordable  housing:  middle  income  families 
are  increasingly  unable  to  afford  the  purchase  of  a  home.  Poorer 
families  are  increasingly  doubled-  or  tripled-up,  a  step  away 
from  homelessness.  And  for  homeless  persons,  prospects  are 
bleaker  still:  without  an  adequate  supply  of  affordable  housing, 
there  is  virtually  no  hope  of  escape  from  the  streets. 

The  federal  government  should  urgently  be  taking  steps  to 
increase,  not  diminish,  the  supply  of  affordable  housing.  The 
housing  bills  now  pending  in  Congress  are  a  needed,  albeit  very 
small,  step  forward.  But  the  prepayment  provision  threatens  even 
that  small  gain.  Increased  homelessness  will  be  the  intolerable 
--  but  inevitable  --  result. 
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COMMUNITY 
SERVICE  SOCIETY 
OF  NEW  YORK 

105  East  22j<u  Sikeo 
Nov  YoBh.  NY.  10010 
212   254  8900  ♦  Fax  260  6218 


UAVTO  K.  JONES 

PRKsiDtNT,  Chief  ExEcnnT  OfFic^t* 

STEVEN  L.  KRAUSE 

ExEaiivT  Vice  President,  Chief  OrewTi\c  Officw 


September  19,  1990 

LEGISLATIVE  MEMORANDUM 

RE:  Senate-House  Conference  on  Provisions  for  Low-Income  Housing  Preservation 

S.     566  -  National  Affordable  Housing  Act  (Title  II) 
H.R.  5157  ~  Housing  and  Community  Development  Act  of  1990 
(Title  VIII) 

CSS  POSITION:  CSS  STRONGLY  URGES  ADOPTION  OF  THE  SENATE 
PRESERVATION  PROVISIONS  IN  S.  566  (Cranston-D'Amato  Bill) 

Contact  Persons: 

Housing  Policy  analysis:  Victor  Bach  (212)  614-5492 

Government  relations:  Peggy  Kerry  (212)  614-5328 


BACKGROUND  IN  BRIEF 

The  Mortgage  Prepayment  (Buy-Out) 
Issue 

During  the  late  1960s  and  early  1970s, 
the  federal  Section  221  and  Section  236 
housing  programs  provided  private 
sponsors  with  subsidized  mortgages  for  the 
development  of  affordable  rental  housing 
for  low-  and  moderate-income  households. 
Under  these  programs,  for-profit  sponsors 
may  prepay  their  mortgages  after  20  years, 
thereby  terminating  income  restrictions 
and  government  supervision  of  rent  levels. 
Once  the  mortgage  is  paid  off,  the  owner 
can  stop  renting  to  lower  income  tenants 
and  convert  the  property  to  coops/condos 
or  high-priced  rentals. 


By  1987,  Congress  grew  concerned  about 
hundreds  of  thousands  of  families  who 
could  lose  their  homes  and  imposed  a 
"temporary  moratorium"  on  prepayments 
(expiring  September  30th)  requiring  HUD 
review  and  approval  of  owner  plans. 

The  pending  Senate  (S  566)  and  House 
(HR  5157)  bills  each  contain  preservation 
titles  that  put  forward  "permanent" 
approaches  to  deterring  mortgage 
prepayment.  They  differ  in  several  key 
respects  described  below.  The  two 
separate  bills  go  to  conference  in  the 
coming  weeks.  Conferees  from  New  York 
will  include  Representative  Schumer  and 
Senator  D'Amato,  co-author  of  the  Senate 
bill. 
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Risks  for  New  York  City 

CSS  estimates  that  220  HUD-subsidized 
projects  have  been  developed  in  New 
Yorlc  City  under  Sections  221  and  236, 
containing  more  than  53,000  units.  Most 
were  developed  as  for-profit  ventures- 
160  projects,  mere  than  46,000  units. 


Some  are  already  eligible  for  prepayment, 
most  will  become  eligible  by  1995.  The 
following  figures  indicate  that  New  York 
may  be  the  most  heavily  impacted  city  in 
the  country  in  the  numbers  of 
developments  and  units  at  risk: 


Total  Projects  and  Units  Eligible  for  Mortgage  Prepayment,  NYC 


Year 

Projects 

Cumulative 
Units         Projects 

Units 

By  1990 

25 

949 

25 

3,949 

1991 

12 

3,350 

37 

7,299 

1992 

12 

2,376 

49 

9,675 

1993 

37 

6,607 

86 

16,282 

1994 

23 

7,813 

109 

24.905 

1995 

32 

9.619 

141 

33,714 

1996  on 

19 

12,900 

160 

46,614 

By  the  end  of.  1990  about  25  projects  will 
be  eligible  to  prepay;  by  1995  the 
cumulative  total  will  reach  141  projects. 
Statewide  estimates  of  the  at-risk  stock 
are  not  readily  available,  but  are  usually 
estimated  at  150%  of  the  city  totals. 

Although  not  specifically  addressed  by  the 
legislation,  Sertion  8  developments-close 
to  300  projects  in  the  city,  containing 
40,000  units-are  also  at  risk.  The  federal 
funding  for  these  projects  is  in  the  form  of 
Section  8  rent  subsidies,  which  owners  can 
opt  not  to  renew  at  certain  points,  often 
every  5  years,  thereby  terminating  use  and 
affordability  restrictions.  While  the  House 
and  Senate  bills  deal  solely  with 


prepayment,  and  not  with  Section  8  "opt- 
outs",  the  thrust  of  the  1990  bill  will  set 
the  long-term  direction  of  federal 
preservation  efforts  in  all  HUD-subsidized 
developments. 

Potential  costs  to  the  city  are  reflected  in: 

(1)  the  loss  of  increasingly  scarce  low-  and 
moderate-income  housing  resoiirces  that 
are  costly  to  replace  ($70-80,000  per  unit), 

(2)  hardship  to  tens  of  thousands  of 
lower-income  households,  who  will  face 
unaffordable  rent  increases  and  intensified 
displacement     pressures,     leading     to 
increased  doubling-up  and  homelessness, 

(3)  increased  fiscal  burdens  on  all  levels 
of  govenunent,  due  to  rising  shelter,  social 
service,  and  ancillary  public  costs. 
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Local  rent  regulation  will  help  mitigate 
some,  but  not  all  of  the  potentially 
disastrous  consequences  for  current 
tenants.  Projects  developed  before  1974 
will  be  subject  to  rent  stabilization  if  the 
mortgage  is  prepaid;  those  developed 
later-which  include  most  of  the  city's 
Section  221  and  236  housing-will  not. 
Also,  current  tenants  in  projects 
developed  with  local  421 A  and  J-51 
property  lax  exemption  programs  will  be 
rent  stabilized--but  these  units,  once 
vacated,  will  no  longer  have  regulated 
rents  and  the  city  will  lose  these 
affordable  housing  resources. 
Sound  legislation  is  needed  to  promote 
the  preservation  of  these  costly-to-replace 
resources  as  part  of  the  city's  affordable 
rental  stock. 


COMPARISON  OF  SENATE  AND 
HOUSE  PRESERVATION  PRO- 
VISIONS 

The  Senate  and  House  bills  differ  strongly 
on  the  prepayment  issue.  A  comparison  of 
key  provisions  follows: 

The  Federal  Role  in  Deterring 
Prepayment 

The  Senate  bill  establishes  a  relatively 
strong  federal  role  in  overseeing  and 
restricting  prepayments.  Prepayment 
cannot  occur  without  prior  HUD 
notification  and  subsequent  review  and 
approval  of  an  owner's  plan  of  action.  Key 
criteria  for  HUD  approval  are  spelled  out: 
(1)  potential  increases  in  economic 
hardship  among  current  tenants,  (2)  the 
local  availability  of  comparable  vacant 
housing.  These  restrictions  will  have  their 
strongest  impacts  in  large,  tight-market 
cities  such  as  New  York,  where  they  are 


most  needed. 

The  House  bill  represents  a  much  less 
effective  approach  to  preservation.  It 
affirms  an  owner  is  "entitled  to  prepay  a 
mortgage"  without  HUD  approval-which 
would  affect  a  court  interpreting 
Congressional  intent.  To  promote 
preservation,  the  bill  sets  up  a  two-year 
process  of  notifications  to  and 
negotiations  with  HUD,  during  which 
owners  may  not  prepay  or  sell  the 
property,  except  to  ?n  approved  purchaser 
committed  to  retention  of  the  housing. 
Thereafter,  an  owner  can  prepay  without 
further  HUD  review;  current  tenants  are 
assured  only  of  3  years  of  continued 
occupancy  at  stable  rents,  after  which 
federal  tenant  protections  cease. 

Notiflcation  Procedures 

Timely  notifications  of  an  ovraer's  intent 
to  prepay  are  critical  in  several  ways:  (1) 
to  enable  HUD  to  respond  with 
appropriate  preservation  incentives  and 
assess  the  potential  consequences  of  an 
owner's  plan,  (2)  to  enable  residents,  state 
and  local  officials,  and  interested 
nonprofit  organizations  and  public 
agencies  to  prepare  alternative  proposals- 
-for  example,  transfer  to  resident  or 
nonprofit  ownership-that  would  preserve 
the  housing,  while  providing  appropriate 
compensation  to  the  owner. 

Both  bills  provide  a  reasonable  overall 
time-frame- 18  months  to  2  years-for 
notifications  to  HUD,  to  residents,  and  to 
state/local  authorities.  Whether  that  is 
enough  time  for  residents  to  develop  their 
agenda  and  access  needed  technical 
assistance-particularly  in  unorganized  or 
weakly  organized  developments-is  an 
open  question.  But  the  House  bill  is  more 
unrealistic  in  that  respect.  For  instance,  it 
requires    that    residents    register    their 
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interest  in  an  alternative  purchase  within 
30  days  of  the  initial  owner  notification; 
the  Senate  bill  calls  for  a  3-nionth  period. 
CSS  strongly  prefers  the  Senate's 
notification  provisions,  but  urges  that  the 
time  period  for  registering  resident 
interest  be  extended  to  at  least  6  months. 

Incentives  to  Owners  for  Preservation 

Both  bills  attempt  to  deter  prepayment  by 
providing  incentives  to  current  owners  to 
retain  their  properties  and  extend  lower- 
income  use--at  least  through  the  40-year 
mortgage  term.  The  Senate  bill  extends 
the  preservation  commitment  furthest, 
through  the  "useful  life"  of  the  property, 
while  the  House  provides  for  possible 
HUD  extension  to  10  years  beyond  the 
mortgage  term. 

Incentives  recognize  owner  equity  in  the 
property,  based  on  market  appraisal 
mechanisms.  They  include:  increased 
access  to  residual  receipts;  equity  take- 
out through  second  mortgages,  federally 
subsidized  and/or  insured;  approved 
increases  in  rents;  additional  Section  8 
rent  subsidy  assistance  to  tenants;  and 
assistance  in  financing  capital 
improvements.  Senate  provisions  assure 
owners  8-percent  of  equity. 

The  package  of  incentives  is  likely  to  vary 
from  project  to  project,  based  on  HUD's 
discretion  as  to  what  is  appropriate. 
Preservation  agreements  will  depend  on 
negotiations  to  be  carried  out  between 
HUD  and  the  owner. 

Incentives  and  Opportunities  for 
Ownership  Transfer 

Both  bills  provide  opportunities  and 
incentives  for  ownership  transfers  to 
preserving  owners:  to  ownership  by 
residents,    nonprofit    organizations    and 


public  agencies  committed  to  extending 
lower-income  use  of  the  property.  These 
are  critical,  particularly  where 
preservation  incentives  are  not  persuasive 
enough  to  current  owners.  But  the  Senate 
bill  is  far  more  effective  in  facilitating 
such  transfers:  It  provides  a  right  of  first 
offer  to  such  "priority  purchasers"  and 
assures  HUD  a  key  role  in  determining, 
among  offers,  the  most  cost-effective  way 
to  achieve  preservation  objectives.  It  also 
requires  resident  approval  of  any 
proposed  ownership  transfer. 

The  House  bill  is  somewhat  weaker:  It 
sets  up  an  18-24  month  period  after 
notification,  during  which  the  owner  must 
give  right  of  first  refusal  to  resident  or 
nonprofit  purchasers,  and  such  purchasers 
are  to  be  notified  of  available  HUD 
incentives.  But  there  is  little  leverage 
HUD  can  exert  on  owners  to  negotiate 
these  transfers.  Once  that  period  elapses, 
the  owner  can  sell  to  any  purchaser 
without  further  consultation  with  HUD  or 
residents. 

Preemption  of  State  and  Local  Laws 

The  Senate  bill  contains  no  preemption 
provisions,  but  the  House  bill  declares 
"null  and  void"  any  local/state  legislation 
limiting  prepayment  on  eligible  low- 
income  housing.  The  preemption  can 
hamper  state  and  local  efforts  to  extend 
critical  rent  and  tenant  protections-such 
as  a  tenant  option  for  lease  renewal  at 
termination~in  buildings  at  risk  of 
prepayment.  Pending  New  York  State 
preservation  legislation-like  the  Mitchell- 
Lama  Bill  (some  Mitchell-Lama 
developments  are  federally  subsidized)- 
might  be  ruled  void.  New  York  State  and 
its  localities  should  not  lose  the  power  to 
extend  appropriate,  at  times  critical 
protections  to  tenants  in  buildings  at  risk 
of  expiring  federal  subsidies. 
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Budget  Authorizations 

The  Senate  bill  authorizes  more  than  $2 
billion  in  funding  for  the  next  3  fiscal 
years:  $453  million  in  FY  91,  $910  million 
in  FY  92,  and  $946  million  in  FY  93, 
largely  for  preservation  iricentives  to 
owners  or  aJtemative  purchasers.  The 
House  bill  authorizes  a  $700  million  over 
the  next  2  fiscal  years:  $200  million  in  FY 
91  for  incentives  to  alternative  resident 
and  nonprofit  purchasers,  and  $250 
million  in  each  of  FY  91  and  FY  92  for 
Section  8  rent  assistance  to  tenants 
displaced  as  a  result  of  prepayment. 


Actual  federal  expenditures  will,  of 
course,  depend  on  appropriations.  The 
Senate  authorization  is  higher,  but  the 
difference  is  not  significant  and  it  may 
constitute  a  more  realistic  assessment  of 
the  funds  needed  to  promote  preservation, 
particularly  in  high-cost  cities  and  states 
like  New  York. 

Summary 

On  the  basis  of  its  comparison  of  merits 
of  the  Senate  arJ  House  bills,  CSS 
strongly  urges  adoption  of  the  Senate 
provisions  for  the  preservation  of  low- 
income  housing.  ■ 
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Homelessness  is  the  final  state  in  a  life-  long  series  of  crises  and  missed 
opportunities  for  older  street  people,  "the  most  profound  privation"  known. 

'America's  Gntouchables' 
The  Hderly  Homeless 

by  Joseph  Doolin 


FOR   YEARS,  urban  social 
workers  have  neatly  catego- 
rized the  homeless  population 
into  the  following  three  groups. 

1.  The  Chronic  or  Traditional 
Homeless:  Long  a  part  of  the 
American  ffene,  described 
variously  as  "panhandlers," 
"derelicts"  and  "bag  ladies." 
They  traditionally  sought  hous- 
ing in  overnight  shelters,  in  the 
streets  and,  where  possible,  in 
cheap  hotels  and  rooming 
houses. 

2.  The  Deinstitutionalized:  A 
population  representing  the 
public  mental  health  system's 
failure  to  create  community 
supports  as  a  substitute  for  the 
mental  hospitals  that  dis- 
charged large  numbers,  begin- 
ning in  the  late  1960s. 

3.  The  New  or  Temporary  Homeless 
or  "dishoused":  A  street 
population  caused  by  external 
factors;  Unemployment, 
welfare  cuts,  personal  or  family 
crises  and  shortage  of  low-in- 
come housing. 


The  last  group  seems  to  be  the 
most  rapidly  growing.  It  is  increased 
by  life  crises  described  dramatically 
in  William  Keimedy's  novel.  Iron- 
weed,  but  1  am  convinced  the 
growth  in  homelessness  in  the  1980s 
is  due  to  poverty  and  lack  of  low-in- 
come housing. 

Social  Security,  not  an  income 
adequacy  program,  is  the  main 
source  of  income  for  many  elderly 
citizens.  Nationally,  66  percent 
derive  half  their  income  from  Social 
Security;  26  percent  depend  at  least 
90  percent  on  it  Fifteen  percent  of 
America's  older  persons — or  four 
million — live  in  poverty.  Some 
subgroups  are  even  more  disadvan- 
taged. Thirty-nine  percent  of  elderly 
blacks  live  in  poverty,  19  percent  of 
all  elderly  women,  44  percent  of 
older  black  women  and  31  percent 
of  elderly  living  alone — mostly 
women.  Elderly  women  are  twice  as 
likely  to  live  in  poverty  than  men.' 

Boston  older  residents  are  worse 
off  than  the  national  average 
because  Boston  ranks  20th  na- 
tionally in  per  capita  income,  yet  its 
living  costs  are  second  only  to  An- 
chorage, Alaska.  Many  elderly  Bos- 


tonians  maintain  the  poverty  of 
their  working  years  into  retirement 
Like  Anchorage,  Boston  has  ex- 
tremely high  energy  costs,  and 
many  older  people  literally  face 
"heat  or  eat"  decisions  every  winter. 
According  to  John  Weeks  in  Aging, 
Concepts  and  Social  Issues,^  an  older 
person  in  Boston  spends  44  percent 
of  his/her  income  on  energy  in  the 
winter. 

Poverty  among  the  elderly  is 
heightened  by  less  and  less  low-cost 
housing.  Lack  of  adequate  low-in- 
come housing  in  Boston  is  caused 
by  rapidly  escalating  rents  and  by 
poor  neighborhoods  becoming 
gentrified.  Federal  housing  subsidy 
prognuns.  Sections  Sa^d  202,  have 
been  drying  up,  pleasing  many  com- 
munity groups  disenchanted  with 
subsidized  housing.  Most  significant 
is  the  demise  of  the  rooming  house. 
Licensed  lodging  houses  in  Boston 
have  declined  by  half  during  the 
past  decade. 

Federal  housing  statistics  cited  by 
Ellen  Bassuk  in  Scientific  American 
in  1984'  showed  that  the  median 
rent  of  households  in  the  lowest  in- 
come bracket  increased  from  $72  a 
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monih  in  1970  to  SI  79  in  1980.  The 
older,  low-Income  person  who  can 
find  housing  in  Boston — other  than 
subsidized  housing — in  the  S200 
range  is  indeed  fortunate.  Rents  of 
$250  to  S400  seem  to  be  the  norm, 
supported  by  income  of  55,280  to 
57,000,  or  56  to  68  percent  of  an 
older  person's  income.  The  balance 
must  go  to  not  only  high  energy 
costs  but  other  utilities,  food  and 
medical  costs.  The  fragility  of  the 
low-income  older  individual's  posi- 
tion is  further  threatened  by  unex- 
pected expenses,  a  decrease  in  in- 
come, a  change  from  rental  to  con- 
dominium of  the  person's  living 
unit,  the  possible  affects  of  arson 
that  plague  older  cities  like  Boston 
and  the  conversion  of  the  tradi- 
tional three-family  house  from  inex- 
pensive flats  to  upscale,  expensive 
apartments. 

Any  of  these  could  put  an  older 
person  out  on  the  street  with 
belongings  in  paper  canons  if  the 
elderly  man  or  woman  does  not 
have  an  immediate  support  net- 
work. 

In  June  1984,  Boston's  Shelter 
Commission  estimated  the  city's 
homeless  between  10,000  and 
14,000,  and  it  reported  the  demand 
for  emergency  shelter  had  increased 
by  50  percent  the  preceding  year. 
McGerigle  and  Lauriar*  found  that 
41.7  percent  of  men  and  36  percent 
of  women  in  Boston's  public 
shelters  were  over  4f^  But  only  7J 
percent  of  the  men  and  3.9  percent 
of  the  women  were  over  65.  In  New 
York  City,  an  investigation  of 
public  shetlers  showed  25  percent 
were  over  age  SO.  Concerned  about 
the  special  needs  of  the  homeless 
older  person  over  50,  New  York  has 
since  designated  one  shelter 
spedfically  for  them. 

The  older  person  on  the  street  is  a 
multiply  disadvantaged  individual. 
In  addition  to  the  problems  of  aging, 
there  is  the  homelessness.  Bassuk 
found  that  for  the  great  majority  of 
shelter  guests,  lack  of  a  home  is 
symptomatic  of  total  discotmection 
from  supportive  people  and  institu- 
tions. Furthermore,  homelessness  is 
often  the  final  stage  in  a  life-long 
series  of  crises  and  missed  oppor- 
tunities. 

McGerigle  and  Lauriat  report  that 
becoming  homeless  is  perhaps  the 


most  profound  privation  imaginable 
in  our  society.  They  found  that 
many  homeless  persons  describe 
feelings  of  passivity,  helplessness, 
apathy  and  numbness.  They  also 
found  a  prevalence  of  mental  ill- 
ness among  shelter  residents: 
Among  women,  59.2  percent,  and 
men,  28.3  percent — compared  with 
51.4  percent  of  men  and  15.1  per- 
cent of  women  for  whom  alcohol- 
ism is  a  dominant  problem.  The 
same  study  showed  that  44  percent 
had  major  medical  problems,  and 
only  54.8  percent  of  them  received 
appropriate  medical  care.  Ten  per- 
cent had  life-threatening  problems. 
Philip  Brickner  in  The  Homeless 
Mentally  IIP  found  that  physical  dis- 
orders in  the  homeless  older  per- 
son— acute  and  chronic  arthritis, 
hypertension,  diabetes  and  cardio- 
vascular problems — are  magnified 
by  deplorable  living  conditions. 
They  include  lack  of  heat  and  pro- 
tection from  the  elements,  scant 
sleeping  accommodations,  limited 
resources  for  preventive  medicine 
and  overcrowding  in  shelters.  Com- 
plicating matters  are  stress,  psy- 
chiatric disorders  and  the  conse- 
quent sociopathic  behavior  of  many 
homeless  persons.  Additional  prob- 
lems are  alcoholism  and  drug  abuse. 
Medical  problems  common  among 
the  homeless  include  infestations, 
scabies  and  lice,  traimia,  peripheral 
vascular  disease,  cellulitus,  leg 
ulcers  and  tuberculosis. 


Since  shelter  and  food  are  the 
paramount  needs  of  homeless  per- 
sons, immediate  health  needs  get  lit- 
tle attention.  Some  homeless 
receive  care  at  public  hospital 
emergency  rooms;  some  see  medi- 
cal personnel  at  shelters  and  day 
centers.  Most  do  not  receive  needed 
health  services.  Many  are  afraid  of 
large  institutions;  virtually  all  have 
nothing  in  the  way  of  health  in- 
surance, and  most  are  perceived  to 
be  "undesirable"  as  patients.  They 
are  America's  "untouchables." 

At  least  one  quarter  of  the  home- 
less of  all  ages  sufTer  from  actue;? 
medical  problems  that  should 
receive  the  attention  of  a  medical 
professional,  including  ulcerated  or 
gangrenous  limbs,  pneumonia, 
bums  and  fractures.  An  even  higher 
number  suffer  from  chronic  medi- 
cal  problems  such  as   diabetes, 
seizure  disorders,  heart  disease,  hy- 
pertension, respiratory  disease  and 
untreated  malignancies.  Substantial 
numbers  have  physical  disabilities 
that  interfere  with  their  ability  to 
work.  Tuberculosis  is  a  particularly 
serious   health  problem.   Brickner 
found  that  TB  amount  the  homeless 
occurs  10  times  more  than  in  the  :. 
general   population.   The  Boston''^. 
Globe  reported  15  cases  of  tubcroi--^ 
losis  diagnosed  in  Boston's  shelters  .'J. 
within  three  months,  from  August 'J- 
to  November  1984,  along  with  eight  i 
suspected  cases.  Experience  has  - ' 
shown,  however,  that  the  homeless  .; 


The  Cardinal  Medeiros  Day  Center  for  homeless  older  adults  in  Boston  serves 
120  complete,  hot  meals  each  week  day.  But  downtown  restaurants  with 
abundant  re/use  dumpsters  remain  magnets  for  many  elderly  street  people. 
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Shelters  in  Boston  shut  their  doors  each  morning,  leaving  older  homeless  in  the 
streets  until  nightfall  Many  elderly  men,  unable  to  find  scarce  day  centers,  are 
fearful  of  younger  homeless  men  who  verbally  and  physically  abuse  them 


will  utilize  community-based  health 
services  if  accessible  and  non- 
threatening. 

In  dealing  with  multiple  prob- 
lems, McGerigle  and  Lauriat  found 
that  only  28.5  percent  of  the  home- 
less were  involved  with  a  social 
agency,  that,  74  percent  had  ca" 
family  support,  73  percent  n(x" 
friends  and  that  40  percent  claimed 

-no  relationship  with  anyone.  The 
deinstitutionalized  were  found  to  be 
the  most  discoimected.  More  than 
90  percent  had  no  support  from.- 
friends  or  family.  A  mere  22  percent 

.'received  public* Welfare  benefits, 

-  and  72  percent  had  no  medical  in- 

_■  surance. 

The  special  needs  of  homeless 
older  people  are  not  just  the  im- 
mediate food  and  shelter  needs  of 
street  people  of  other  age  groups; 
they  also  encompass  the  burdens  of 
aging  and  increased  vubierability  in 
stressful  and  dangerous  life  settings. 
It  is  clear  that  the  health  and 
social  service  needs  of  the  homeless 
older  adult  cannot  be  met  by  tradb-i 
tional  elder  service  programs.  They 
are  generally  ameliorative  rather 
than  rehabilitative.  Moreover,  the 
social  orientation  and  dominance  of 
the  elderly  in  programming  of 
senior  centers  and  nutrition  sites 
operate  against  successful  integra- 
tion of  the  homeless  elders.  For  one 
thing,  many  homeless  adults  have 
aged  prematurely  due  to  life  on  the 
streets,  and,   while   they   may    be 


physiologically  similar  to  many  70- 
year-olds,  their  chronological  age 
may  be  20  years  less. 

Because  so  few  have  direct  ex- 
perience in  serving  street  people  In 
large  numbers,  it  is  important  to 
share  the  successes  and  failures  of 
the  Kit  Clark  Senior  House  (KCSH) 
program  for  homeless  older  persons 
in  Boston.  They  are  significant  in 
that  the  number  of  homeless  per- 
sons in  and  near  central  cities  is  ris- 
ing and  that  programs  for  homeless 
adults  can  be  incorporated  into  the 
existing  aging  service  infrastructure. 

KCSH  is  an  multiservice  center 
organized  as  a  provider  agency  for 
older  persons.  Components  of 
KCSH  are  a  nutrition  project,  an 
adult  day  care  (social  and  medical 
models),  mental  health  clinic, 
alcoholism  unit,  transportation  pro- 
gram, in-home  services  (home- 
maker,  home  health  aide,  personal 
care  and  chore)  and  senior  center. 
The  service  area  includes  all  of  the 
older  ethnic  neighborhoods  along 
the  harbor  and  downtown  involving 
an  elderly  population  of  42,000. 

In  considering  KCSH's  strengths 
and  capabilities,  we  were  struck  by 
the  fact  that  many  researchers  and 
workers  in  the  homeless  field  place 
a  high  level  of  importance  on  day 
centers  and  meal  programs  in  addi- 
tion to  the  emergency  accommoda- 
tion system. 

McGerigle  and  Lauriat  found  that 
all  shelters  require  each  guest  to 


leave  after  the  morning  meal.  The 
emergency  accommodations  are 
closed  during  the  day,  and  they, 
pointed  out  there  was  a  great  need 
for  day  programs  for  Boston's 
homeless. 

One  group  singled  out  for  special 
attention  was  elderly  men  who  fre- 
quent the  South  End  shelters.  Many 
were  fearful  of  the  younger  home- 
less men  who  verbally  and 
physically  abused  them.  One  shelter 
director  said,  "They  (the  elderly) 
need  a  place  they  can  go  off  by 
themselves  to  escape  the  younger 
men." 

Another  shelter  director  com- 
mented, "I  can  get  all  kinds  of 
'human  services'  for  these  guys. 
This  city  is  full  of  agencies  who 
want  to  help.  But  to  get  a  plate  of 
ham  sandwiches  so  I  can  feed  them 
...  I  have  to  rely  on  some  little 
restaurant  owner  for  that" 

Finding  food  is  a  continual  preoc- 
cupation for  homeless  persons.  The 
downtown  restaurants  with  their 
abundant  refuse  dumpsters  are  mag- 
nets for  street  people  who  can  easily 
walk  from  the  South  End  to  the  bus- 
iness and  shopping  district.  A  num- 
ber of  churches  in  the  downtown 
area  cooperate,  on  a  rotating  basis, 
in  sponsoring  lunch.  But  there  were, 
until  January  1984,  approximately 
100  lunches  available  each  day  for  a 
street  population  of  3,CKX). 

A  decision  was  made,  therefore, 
to  develop  a  day  center  that  offered 
a  full  Title  III-C  Older  Americans" 
Act  hot  lunch,  coimseling,  emergen- 
cy assistance,  job  referral  and 
alcoholism  treatment.  Because 
KCSH  had  been  in  the  food  service 
"business"  for  a  decade,  serving 
1400  meals  a  day  at  20  locations, 
the  technical  aspects  of  congregate 
nutrition  were  in  place,  and  we  saw 
the  coimseling  service  as  essen- 
tially those  offered  at  our  congre- 
gate sites.  Staffmg  assignments  were 
made  by  transferring  two  "street 
savvy"  persons  from  existing  pro- 
grams to  the  new  center.  We  also 
recruited  two  from  among  the  street 
population.  The  program  coordina- 
tor, a  young  male  social  worker,  pro- 
vided training  for  the  staff  prin- 
cipally through  visits  to  area 
shelters  and  on-the-job  training. 

A  location  was  negotiated  in  the 
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basement  of  a  historical  church-, 
overlooking  Boston  Common,  a 
daytime  gathering  place  for  many  of 
the  city's  homeless.  The  church  par- 
ticipated with  many  other  down- 
town churches  in  a  consortium 
known  as  Social  Action  Ministries 
(SAM).  SAM'S  focus  is  to  catalyze 
the  energies  of  churches  to  meet  the 
needs  of  Boston's  poor  and  home- 
less. Through  SAM,  our  staff  began 
to  develop  linkages  with  others 
serving  the  homeless.  Included  were 
emergency  shelters  and  soup 
kitchens,  public  health  programs, 
mental  health  and  public  welfare  of- 
ficials and  the  local  food  bank. 

The  KCSH  nutrition  site  for 
homeless  elderly  people  opened  in 
January  1984  and  quickly  exceeded 
the  initial  meals  per  day  projection 
of  65,  averaging  210.  Ineffective 
screening,  combined  with  lack  of 
appropriate  referral,  gave  us  a 
population  that  was  roughly  half 
older  adult — over  60 — and  half 
younger.  Crowd  control,  security 
and  food  service/sanitation  issues 
overwhelmed  efforts  at  case  man- 
agement, counseling  and  advocacy. 
The  program  was  successful  as  a 
nutrition  site  for  mixed-age  home- 
less but  not  so  successful  as  a  clear- 
inghouse for  employment,  housing, 
health  and  social  service  oppor- 
tunities for  older  street  people.  It 
was  unsuccessful  as  a  day  center. 
The  older  homeless  were  coming  in 
earlier  and  earlier  to  ejt  to  avoid  the 
pandemonium  of  the  noon  hour. 

Additionally,  the  host  church  did 
not  like  the  police  details,  the 
drastically  increased  wear  and  tear 
on  a  historical  building,  the  noise 
competition  with  noon-time 
religious  services  and  increased 
refuse  problems,  in  the  fifth  month 
of  operation,  KCSH  was  asked  to 
find  another  site  for  the  program. 

What  could  have  been  a  panic  sit- 
uation— finding  space  in  downtown 
Boston  to  feed  200  homeless  people 
five  days  a  week — turned  mto  a 
good  planning  experience.  Because 
the  program  was  in  operation,  we 
had  the  support  of  the  homeless  ser- 
vice network  and  SAM.  Most  im- 
portant, however,  was  the  avid  sup- 
port of  the  Department  of  Elder 
Affairs,  a  state  agency  that  assisted 
with  financial  support,  and  the  local 


area  agency  on  aging,  the  Boston 
Commission  on  Affairs  of  the 
Elderly.  We  learned  that  our  Home- 
less Program,  Model  A,  an  open  age- 
integrated,  large  scale  feeding  pro- 
gram replicated  the  indignities  of 
public  shelters  and  made  impossible 
non-food  programming  and  ser- 
vices, such  as  simply  a  day  center 
away  from  the  cold  or  heat  of  the 
streets. 

As  a  result,  we  began  Homeless 
Program  Model  B.  An  arrangement 
was  made  with  the  Boston  Catholic 
Archdiocese  for  the  program  to  be 
in  a  church  hall  about  a  dozen 
blocks  from  the  original  site,  just 
over  the  bridge  in  South  End,  close 
to  the  shelters.  The  archdiocese 
agreed  not  only  to  provide  space 
and  utilities  but  was  so  committed 
to  our  concept  of  a  day  center  that 
they  chose  to  name  the  program  in 
memory  of  the  previous  cardinal, 
Humbeno  S.  Medeiros.  Program- 
ming was  to  be  the  sole  respon- 
sibiUty  of  KCSH. 

Model  B,  the  Cardinal  Medeiros 
Day  Center  for  the  homeless  older 
adulL,  opened  in  November  1984.  It 
is  a  closed  referral,  age-segregated 
day  center  serving  120  hot  Title  QI- 
C  meals  each  week  day.  Most  food 
service  functions  are  handled  by 
volunteers,  allowing  the  staff  to  do 
more  case  management,  counseling, 
screening,  referral  and  advocacy. 
Boston  recently  received  a  private 
grant  of  nearly  $1  million  to  provide 
health  services  to  the  homeless 
through  shelters  and  day  centers, 
and  the  Medeiros  Center  is  ex- 
pected to  be  one  of  the  centers. 

The  center  is  a  new  chapter  in 
social  work  with  older  people. 
While  we  are  fully  aware  that 
shelters  and  day  centers  do  not 
solve  the  problems  causing  home- 
lessness,  KCSH  believes  that  our 
nutrition  and  social  service  respon- 
sibilities reach  out  to  all  older  home- 
less persons  living  in  our  area.  Our 
goal  with  homeless  elderly  persons 
is  to  improve  the  level  of  health  and 
well-being  through  improved  nutri- 
tion and  opportimities  for  socializa- 
tion and  litikage  to  supportive  ser- 
vices. We  hope  to  build  a  sense  of 
community,  of  shared  caring  and  to 
integrate  the  elderly  homeless  into 
the  community  as  much  as  possible. 


In  summary,  this  practitioner  has 
found  it  possible  to  develop  a  pro- 
gram witiiin  the  infrastrucmre  of 
the  aging  service  network,  funded 
largely  by  existing  resources,  that 
meets  some  of  the  basic  needs  of 
homeless  older  adults.  Most  public 
shelters  and  soup  kitchens  are  very 
dehumanizing  places.  The  elderly 
street  person,  often  more  severely 
physically  and  mentally  disabled 
than  his  younger  counterpart,  needs 
an  extra  measure  of  suppon  to  sur- 
vive. Those  administering  Older 
Americans  Act  resources  are  ex- 
pected to  meet  the  needs  of  older 
citizens  "most  economically  and 
socially  needy."  We  have  seen  that 
hom^ess  elderly  persons  are  among 
the  most  deprived  in  this  nation 
with  the  fewest  social  supports  and 
surviving  on  the  lowest  level  of 
public  assistance.  While  there  are 
several  program  barriers  to  serving 
them  effectively,  they  are  far  from 
insurmountable. 

Services  to  the  elderly  homeless 
should  fit  well  into  the  sponsoring 
agencies'  strengths  and  capabilities. 
Case  management  and  primary; 
medical  care  are  essential  services  to 
be  coordinated  through  day  centers 
for  older  people.  Scale  should  be 
small  and  the  atmosphere  personal' 
but  dignified.  Consistency,  firmness  . 
and  fairness  are  very  important.. 
Most  important,  we  have  learned 
that,  since  younger  homeless  people 
tend  to  "squeeze  out"  older  street 
people,  services  need  to  be  age-, 
segregated.  D  *,- 
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